THE BANKERS MAGAZINE 


ESTABLISHED 1846 


VOLUME CXXV 


AUGUST, 1932 


ELMER H. YOUNGMAN, Editor 


NO. 2 


Editorial Comment 
THE CAMPAIGN FOR THE PRESIDENCY 


OW that both parties have nomi- 
N nated their candidates for 

President and Vice-President, 
and have adopted their declaration of 
principles, the campaign for the Presi- 
dency may be expected to begin after 
the summer's heat passes. 

President Hoover has been renomi- 
nated by the Republicans and Governor 
Roosevelt of New York by the Demo 
crats. 

The President has been blamed for 
pretty nearly everything that is wrong 
with the country. That he has been 
somewhat deficient in foresight his clos- 
est friends could not deny. But in 
what other quarter has this foresight 
been in evidence? 

Whatever may be justly charged 
against the President, ine has made two 
great contributions towards world re- 
covery—the Hoover moratorium, which 
saved Europe from complete and im- 
mediate economic collapse, and the pro- 
posal for the reduction of armaments, 
which would save billions in money and 
greatly reduce the probability of wars. 

Governor Roosevelt has had official 
experience as Assistant Secretary of the 
Navy and as Governor of New York, 
in which latter capacity he is now serv- 
ing. His nomination for the Presidency 
was received with enthusiasm by his 
political supporters, and this enthusiasm 
was increased by the candidate’s vigor- 
ous speech of acceptance made before 
the Democratic convention adjourned. 

There has been some apprehension 
that, in these times, the opposition party 
would be swayed by dangerous radical- 
ism. This apprehension lacks confirma- 


tion from the Democratic platform and 
the candidate of that party. 

What of the respective platforms? On 
prohibition both platforms remit the 
question of repeal of the Eighteenth 
Amendment to the states—the only 
source of final authority on the matter. 
Both parties are against the return of 
the saloon, and leave the citizen in the 
dark as to how he is to be supplied with 
his favorite beverage. The Democratic 
platform declares for repeal of the 
amendment, while the Republican plat- 
form does not. In their real essentials 
on this question the position of each 
party is exactly the same, except that 
the Democrats have made repeal a 
matter of party faith, while the Repub- 
licans have left the Republican voter 
free to make his own choice. 

On the tariff the Republicans cling to 
protection and the most-favored nation 
policy. The Democrats are for “a com- 
petitive tariff’ and reciprocal agree- 
ments. Democrats favor “a sound cur- 
rency to be preserved at all hazards, and 
an international monetary conference 
called on the invitation of our Govern- 
ment to consider the rehabilitation of 
silver and related questions. Republi- 
cans pledge their party “to defend and 
preserve a sound currency and an hon- 
est dollar.” They “favor the participa- 
tion by the United States in an interna- 
tional conference to consider matters 
relating to monetary questions, includ- 
ing the position of silver, exchange prob- 
lems, and commodity prices, and possible 
co-operation concerning them.” 

As to banking, the Republicans favor 
“periodic examination of all such affili- 
ates of member banks until adequate in- 
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formation has been acquired on the basis 
of which this problem may definitely be 
solved in a permanent manner.” The 
Democratic platform favors protection 
of the investing public by requiring in- 
formation as to bonuses, commissions, 
etc., in all advertisements of offerings of 
foreign and domestic stocks and bonds, 
and the regulation, “to the full extent 
of Federal power,” of holding companies 
which sell securities in interstate com- 
merce, rates of utility companies operat- 
ing across state lines, and of exchanges 
trading in securities and commodities. 
The platform also calls for quicker 
methods of realizing on assets for the 
relief of depositors of suspended banks, 
more rigid supervision of member banks, 
the severance of affiliated securities com- 
panies and the divorce of underwriting 
schemes from commercial banks, and 
further restriction of Federal Reserve 
banks in permitting the use of Federal 
Reserve facilities for speculative pur- 
poses. 

It will be seen that the Democratic 
position in regard to banking is much 
more advanced than that of their polit- 
ical opponents. 

While many of the speeches delivered 
at the Democratic convention were 
largely composed of vilification of the 
Republicans—the speech of Governor 
Roosevelt forming a refreshing excep- 
tion—the platforms of the two parties 
are less divergent than might be in- 
ferred from this flood of vituperative 
oratory. 

One could well wish that at this 
critical stage of the nation’s history we 
might be spared the distractions of 
a Presidential campaign which is sure to 
develop considerable division and bitter- 
ness at a time when unity and calm 
reason are highly desirable. 

But on one feature of the situation 
the country is to be congratulated. 
There is nothing either in the platforms 
or candidates to give comfort to those 
who favor radical and unsound expedi- 
ents. Whichever party may triumph in 
November, the United States will pro- 
ceed wisely and surely to set its house 
in order. 
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SAVING THE UNIT BANKING 
SYSTEM 


IEWS differ as to the possibility 

\/ or even the desirability of pre- 

serving the system of unit or in- 
dependent banks which has prevailed in 
this country from the very beginnings of 
our history. There are those who 
strongly defend this system as having 
been largely instrumental in furthering 
the rapid development of the country. 
They also claim that independent banks, 
owned and managed locally, can better 
serve the needs of their respective com- 
munities than would be possible were 
the banking business of the country rele- 
gated to a comparatively small number 
of large banks located in the chief 
money and commercial centers and op- 
erating numerous rural branches. Those 
who take the contrary view point to the 
large number of failures of independent 
banks in recent years, and they also con- 
tend that changing conditions have made 
the unit banking system outmoded, and 
that its gradual extinction is inevitable. 
The attempt to reconcile these divergent 
opinions would be merely to reiterate 
the arguments relating to the merits and 
shortcomings of each of these two sys 
tems. 

Manifestly, the overthrow of the in- 
dependent banking system will not be 
allowed to take place without the vigor- 
ous opposition of those who are its sup- 
porters. Evidence of this fact is found 
in the recent organization of the Asso- 
ciation of Independent Unit Banks of 
America, with its headquarters at Har- 
risburg, Pa. In a statement appearing 
in the Bulletin of this association, signed 
by the secretary, Hon. Peter G. Cam- 
eron, former Secretary of Banking of 
Pennsylvania, the feelings of members 
of this association are thus forcefully 
expressed : 


“The existence of the independent 
unit banks throughout the United 
States, both national and state, is men- 
aced. The extinction of the banking 
systems of the forty-eight states of the 
Union is threatened, and the banking 
laws adopted by the several state Legis- 
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latures are to be rendered a nullity. The 
American dual system of banking that 
has stood the test of time and that 
financed the marvelous development of 
our country during the last eighty years 
is to be discarded. The independent 
unit banker, who has at heart the wel- 
fare of the community whence come the 
deposits of his bank, and to whom we 
are indebted for much of the good that 
has come to us through the operation of 
his bank, is to be displaced by the 
banker in a far distant city, who has no 
interest in the welfare of the local com- 
munity, but is mainly concerned for the 
aggrandizement of his bank. The 
American system of banking, with its 
more than 20,000 independent unit 
banks, officered and directed by local 
bankers and business men, who know 
the needs of their respective communi- 
ties and have at heart the welfare of 
their neighbors and their home institu- 
tions, is to give way to a system such as 
that of Great Britain, with its twenty- 
three main banks and 9500 branches. 
The billions of dollars on deposit in the 
thousands of existing independent unit 
banks, the most of which are utilized in 
the promotion of the welfare of the com- 
munities in which they operate, are to be 
acquired by a few gigantic banks, lo- 
cated in the large money centers, and 
utilized as their centralized and disin- 
terested control may see fit. Incredible 
as it may seem, all these things—and 
many others equally as undesirable and 
destructive of our American traditions 
and institutions—will most certainly be 
accomplished in the not far distant fu- 
ture if Section 19 of the so-called Glass 
bill, now pending in the United States 
Senate, or any other bill authorizing 
national banks to maintain branches in 


contravention of state laws, should be 
enacted.” 


That the numerous failures of small 
unit banks in recent years should give 
the independent bankers serious concern 
was something to be expected. It is only 
fair to keep. in mind that this excessive 
rate of banking mortality has not been 
due altogether or even chiefly to the 
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weakness of the small unit banks. The 
severe business depression, which has 
brought down some of the largest enter- 
prises of the country, is a better explana- 
tion of the excessive banking mortality. 
But, on the other hand, it must be con- 
ceded that our banking structure needs 
strengthening. This is particularly true 
with reference to the numerous small 
banks. How is this to be done? 

At the recent convention of the New 
York State Bankers Association, Presi- 
dent J. Stewart Baker, in dealing with 
this subject, said: 


“We cannot shut our eyes to the fact 
that people everywhere are criticizing 
bankers and their manner of conducting 
their institutions. While I could make 
a strong case in defense of the bankers, 
against these accusations, for the mo- 
ment I am not interested as to whether 
these criticisms are justified or unjusti- 
fied. We must face the facts and take 
the necessary steps to restore confidence 
in our calling. I like to think of it as 
a profession and wish that we could 
establish certain codes of ethics and cer- 
tain standards of operation and then 
find means within our ranks of enforc- 
ing them. I am happy to note that the 
regional clearing-house or group idea is 
spreading throughout the state, for I 
am convinced that it will lead to higher 
standards and greater strength.” 


This proposal was further developed 
at the same meeting in an address by 
W. A. McDonnell, vice-president of the 
Bankers Trust Company, Little Rock, 


Ark. 
said: 


In the course of his address he 


“There isn’t a city of any size in the 
United States in which the clearing- 
house association of banks during this 
period has not either actually prevented 
a bank failure by an overnight taking 
over of an institution in distress or 
cushioned the shock of a failure by pro- 
viding for an immediate payment of a 
portion of the deposits. 

“We must gather up the loose ends of 
banking. The main body of the fabric 
is closely woven and strong. The 
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outer edges are thinly woven, frayed 
and disconnected. These outer edges 
should be hemmed in. The hemming 
process can be done by an extension of 
the clearing-house principle. 

“Of course, I do not think that the 
city and regional clearing-houses in their 
present form are the ultimate answer to 
the banking problems of the nation, but 
they do constitute the starting point in 
the evolution of a banking system which 
will be as safe as human minds can 
make it. 

“In my opinion, the salvation of 
American banking in its present form— 
dual system of independent unit banks— 
lies in the extension of this clearing- 
house principle to every bank in the 
United States.” 


Mr. McDonnell then suggested the 
formation of a national clearing-house 
or association of banks in which the 
practices of each bank would be checked 
by regional examiners, making it impos- 
sible for a bank to engage in had or un- 
sound practices and continue to be a 
member of the nationwide organization. 
He continued: 


“In my opinion we must evolve such a 
system or something similar to it if we 
want to continue in the banking busi 
ness working for ourselves instead of 
for Uncle Sam.” 


A proposal of substantially the same 
character was presented in THE BANK- 
ERS MAGAZINE for November, 1913 (p. 
513). The underlying idea is to compel 
all banks to belong to a clearing-house 
association, which would have a rather 
close supervision over all its members, 
with power to restrain unsound bank- 
ing practices. 
advantages incident to such an associa- 
tion. The obstacle to the adoption of 
the plan consists in the partial surrender 
of autonomy on the part of each mem- 
ber bank. But this sacrifice would be 
less than the possibility of failure which 
individual conduct of the bank now im- 
plies in too many cases. If behind all 
banks in any community could be placed 
the united strength and wisdom of all 


There are other obvious . 
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the banks of that community, bank fail- 
ures would be greatly lessened in num- 
ber. 

Before surrendering the advantages of 
unit banking it might at least be advis- 
able to try this plan. 

The establishment of certain codes of 
ethics and certain standards of opera- 
tion, and finding means of enforcing 
them was declared by Mr. Baker to be 
highly desirable. He himself has pointed 
the way in which this aim might be 
brought about. 


THE RENASCENCE OF SMALL 
BUSINESS 


and other sources that many of the 

small business concerns of the 
country are showing remarkable stability 
under present trying conditions. This 
testimony also contains the additional 
information that there is a decided ten- 
dency toward the establishment of nu- 
merous new enterprises, planned to be 
operated on an unambitious scale. 

Although, owing to the growth of the 
country, large-scale manufacturing, mer’ 
chandising and banking have become a 
necessity, it does not follow that the 
little fellow is to be crowded out by the 
big concerns. There are, of course, 
some transactions of such magnitude 
that for their successful handling large 
aggregations of capital and labor are 
essential. The building of a battleship, 
for example, is too big a job to be under- 
taken by a small manufacturing plant. 
So the flotation of a large foreign or 
domestic loan is beyond the capacity of 
the small bank. But there are numerous 
transactions of lesser magnitude, but 
quite as important in the functioning 
of enterprise and trade, which are easily 
within the capacities of the smaller fac- 
tory, store or bank, and which may be 
handled by them quite as expeditiously 
and more economically than by their 
more ambitious rivals. 

One of the most notable phases of the 
present depression, on the industrial 
front, consists in the excess capital 
equipment, which cannot be employed 


[sss ater comes from banking 
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nor reduced without serious loss. From 
this dilemma the enterprise of smaller 
proportions is comparatively free. And 
the large concern is subject to greater 
worry over its pay roll—how to pay 
wages to large numbers of employes in 
the face of diminished trade. 

But there is, perhaps, another reason 
why the smaller establishments are show- 
ing their present staying powers—be- 
cause the management is centered in the 
hands of one who knows his business, 
all phases of it, thoroughly. This is not 
so often the case with some of the more 
or less ornamental “executives” of the 
larger concerns. 

We have in this country been much 
given to the worship of mere size, but it 
may be interpreted as a healthful sign if 
more opportunity is being given for a 
large number of men to develop initia- 
tive by engaging in business on their 
own account. 

The small bank we have always had 
with us, though not now to the same 
extent as formerly. If the small bank 
could be made relatively as safe as the 
big one—a problem which bankers them- 
selves may yet find the means of solving 
—their continued existence would prob- 
ably prove more popular than would the 
concentration of banking into the hands 
of a few of the colossal banks. 

Big banks and big business enterprises 
have been built out of smaller begin- 
nings, and it may be well to preserve 
this source of replenishment. 


GOLD STANDARD UPHELD 


"Te final report of the Gold Dele- 


gation of the League of Nations 
decidediy upholds the gold stand- 
ard. On this matter the report says: 


“The delegation records its belief that 
at the present stage of world economic 
development the gold standard remains 
the best available monetary mechanism. 

“It is impressed by the practical difh- 
culties and dangers of regulating curren- 
cies which are not on a common world 
basis and by the very great desirability 
of agreement upon an _ internationally 
accepted standard in order to facilitate 
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the free flow of world trade. Whatever 
the theoretical advantages that may be 
urged in favor of other monetary sys- 
tems, their universal adoption presents 
very grave, if not insuperable, practical 
difficulties at the present time. The 
delegation is, moreover, of the opinion 
that, granted the general acceptance of 
certain guiding principles, the gold 
standard is capable of functioning in 
such a way as to achieve most of the ad- 
vantages of stability and justice claimed 
for alternative standards more broadly 
based on commodities other than gold.” 


Assertions as to the shortage of the 
gold supply are thus disposed of in the 
report: 


“Before proceeding further in our 
analysis of the problem of the gold 
supply, we wish at this point to record 
our opinion that the world’s total stock 
of monetary gold, apart from any con- 
siderations as to its distribution among 
different countries, has at all times in 
recent years been adequate to support 
the credit structure legitimately required 
by world trade, and that the rapid de- 
cline in prices which began in 1929 
cannot be attributed to any deficiency in 
the gold supply considered in this sense. 
During the six years from the end of 
1925 to the end of 1931 the world’s 
central gold reserves increased from 
about $9,150,000,000 to about $11,350,- 
000,000, or at an average rate of 3 2/3 
per cent. per annum. Since this rate is 
not lower than the generally accepted 
normal rate of growth of production 
and trade in the gold-using countries as 
a whole, and since, in addition, certain 
economies were made in the use of gold, 
at any rate in the earlier part of the 
period considered, there seems to be little 
ground for believing that the total sup- 
plies of gold avaiable for monetary use 
have not been sufficient to meet all rea-. 
sonable demands. 

“Total monetary gold stocks, exclud- 
ing gold hoards in all Asiatic countries 
and Egypt, but including the approxi- 
mate amount of monetary gold held out- 
side central gold reserves elsewhere, 
would appear to have increased in the 
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same period from some $10,250,000,000 
to approximately $12,500,000,000, or at 
an average rate of 3 1/3 per cent. per 
annum.” 


Dealing with the decline in prices, the 
report says: 


“From the international point of 
view, the most serious aspect of the price 
decline that has taken place recently is 
the cumulative increase in the real 
burden of financial obligations which 
have been encouraged in terms of gold 
when the price level was much higher 
than it is now. If prices remain at the 
present low levels or fall to still lower 
levels, the burden of debt will in many 
cases become unbearable.” 


Observations on the fluctuation in the 
price level are as follows: 


“We consider it highly desirable that 
monetary policy should be directed to 
an avoidance of violent fluctuations in 
purchasing power. While we attach the 


utmost importance to every effort being 
made to attain this object; while we are 
firmly convinced that the wide fluctua- 
tions in prices and the recurrence of 
periods of economic depression consti- 
tute the greatest threat to the whole 
economic organism today, we desire at 
the same time to emphasize (1) that we 
do not consider it possible to avoid all 
oscillations in the general level of prices 
and (2) that we are fully aware that 
even the measure of stability which we 
would all wish to achieve cannot be 
secured by monetary policy alone. We 
do not envisage, as an objective, com- 
plete stability of any group of aggre- 
gate prices; we do not envisage identical 
movements in all countries or in all 
groups of commodities. Identity of 
movement between, for instance, the 
prices of intermediate products and 
those of consumption goods is incom- 
patible with the growth of efficiency. 
Complete stabilization and identity of 
group movements are, indeed, impossible 
in a dynamic society, and society must 
either develop or decay. 

“The stability of the price level which 
we envisage as being practically possible 
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is a relative, but not an absolute, stabil- 
ity of wholesale commodity prices as 
measured by their movement over a long 
series of years. We do not conceive it 
as possible to eliminate short-term fluc- 
tuations of the price level, but we be- 
lieve that these shorter term fluctuations 
would be appreciably reduced in severity 
if the longer term trend were relatively 
stable.” 


That monetary policy alone cannot be 
relied on to prevent fluctuations in busi- 
ness activity and prices is thus further 
emphasized in the renort. 


“If measures are to be sought in the 
domain of monetary policy designed to 
lessen the amplitude of the periodic 
fluctuations in business activity, they 
must be accomplished by appropriate 
measures of general economic policy. 
The trade cycle is today an international 
phenomenon. Countries cannot hope to 
escape its effects by self-isolation. They 
can only hope collectively to lessen them. 
To this end they must permit an ade- 
quate freedom in the flow not of credit 
alone but of goods. In our opinion, it 
is imperative that the restrictive com- 
mercial policies adopted by governments 
today should be radically changed. Ad- 
herence to an international monetary 
standard at once implies and necessitates 
adherence to an international economic 
system. To impose artificial restrictions 
on the movement of goods is the nega- 
tion of such a system.” 


The high character of the membership 
of the Gold Delegation, and the evident 
careful study given to the subject under 
consideration, must command for this 
report widespread acceptance. 

There are a number of recommenda- 
tions: and conclusions in the report 
which may be reserved for further ex- 
amination. 


DOING SOMETHING FOR SILVER 


O one need be surprised that the 
existing depression should wit- 
ness a revival of the attempt to 


“do something for silver.” The most 
recent effort in this direction is to be 
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found in a bill favorably reported by the 
Banking and Currency Committee of 
the United States Senate, authorizing the 
Treasury to buy 5,000,000 ounces of 
silver monthly, to be paid for by the 
issue of silver certificates which would 
enter into the circulation of the country, 
increasing it by that much. 

Our experience with silver buying in 
the past has not been such as to warrant 
further excursions into that field. Some 
of us still remember the last experiment 
of that kind, the Sherman Act of 1890, 
which called for the purchase of 4,500,- 
000 ounces a month, to be paid for in 
Treasury notes. The continued issue of 
these notes in exchange for silver con- 
stituted an increasing pressure on the 
gold reserve, and after several unsuc- 
cessful efforts to stop the run on the 
Treasury, President Cleveland had to 
call in the Morgan-Belmont syndicate to 
prevent the country from going off the 
gold standard. 

In the report accompanying this bill 
it is stated: “The circulation of silver 
certificates in the United States has ex- 
isted for over forty years. During such 
period such circulation has _ varied 
around $500,000,000, and there has 
been in the Treasury during most of that 
time an approximately equal number of 
silver dollars, held for the redemption of 
silver certificates. Never in this century 
has the value of these certificates depre- 
ciated or been questioned.” 

But the report fails to state why the 
value of these certificates has not been 
questioned. It is because of the legal 
requirement of the duty of the Treasury 
to maintain all forms of money coined 
or issued by the United States at a 
parity. This means that silver and 
paper coined or issued by the Govern- 
ment must be kept at a parity with gold, 
and be redeemed in gold if necessary 
to preserve such parity. 

The justification for this proposal is 
based on the assumption that since silver 
is used as money by China and other 
Far Eastern countries, by increasing the 
value of silver we should increase the 
purchasing power of the Chinese, and 
hence enlarge our trade in that quarter. 
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As a matter of fact, China pays for her 
imports by exports, not with silver. Our 
trade with China has relatively been sus- 
tained on a level of our trade with other 
countries despite the alleged obstacle to 
it caused by the depreciation of silver. 

Countries that are debasing their 
silver or supplanting it with paper have 
the remedy in their own hands without 
our help. No doubt the silver producers 
would like to have the price of their 
product raised with Treasury assistance, 
just as would the producers of many 
other commodities. 

The proposal that the United States 
should buy 5,000,000 ounces of silver 
monthly (which we do not need) may 
look innocent enough. But our experi- 
ence in buying silver came near to caus’ 
ing a national disaster. 


AN ARGUMENT FOR BRANCH 
BANKING 


have been numerous failures of 

small banks in Chicago and its im- 
mediate vicinity the opinion has been 
expressed that this constitutes an un- 
answerable argument in favor of branch 
banking. One need not be considered a 
partisan of the branch banking system 
nor its antagonist in questioning the 
validity of this argument. 

Quite probably had these smaller 
banks been branches of one or more of 
the larger banks they would still be 
doing business. This would seem to be 
a reasonable inference, since no one of 
the large Chicago banks has failed, al- 
though in some instances they have been 
subjected to considerable strain. The 
question therefore arises as to whether 
or not this strain might not have been 
fatal in some instances had the larger 
banks been operating a number of 
branches in the city and its outlying 
districts. For branches, however much 
strength they may derive from the par- 
ent institution, frequently become a 
source of weakness to it. Had this weak- 
ness been widespread, it might seriously 
have affected the head office operating 
the branches. 


B iw be in recent months there 
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There is something to be said on the 
other side. One reason why distrust has 
extended to some of the larger banks has 
been because of the failures of the small 
institutions. With so many banks sus- 
pending within a limited area and in a 
short time, people mistakenly jumped to 
the conclusion that possibly even some 
one of the big banks might succumb. No 
such catastrophe has occurred, nor is it 
at all probable. 

One reason why the banks of Chicago 
have had an exceptionally trying time 
is to be found in the fact that the city 
is the financial and commercial center of 
our great agricultural region, which has 
been particularly hard hit by the depres- 
sion. Confidence has also been consider- 
ably disturbed by a confusion in the tax 
situation. 

Chicago’s banks have justly estab- 
lished a reputation for soundness. The 
city has had, and still has, some of the 
most eminent names in our banking his- 
tory. The difficulties to which reference 
has been made are a part of the common 
lot in these times, somewhat enhanced 
by the influences mentioned. Chicago 
first gave to the country the system of 
clearing-house examinations which has 
proved a great factor in promoting safer 
banking. 

Failures of big banks with numerous 
branches are not unknown, and it re- 
mains to be seen what lessons are to be 
applied as the result of the Chicago sub- 
urban failures. 


MONEY AND ITS MANAGEMENT 


Commerce and population, which are the 
riches and power of the state, depend on the 
quantity and management of money.—John 
Law, Memoir to the Duke of Orleans, 1705. 


Pons few reputable econo- 


mists of the present day would 


admit that they are guided by the 
principles relating to money and its 
management laid down in the above 
quotation from the celebrated John Law 


of Lauriston. Whatever may have been 
his abilities, some of his exploits had 
such disastrous results as greatly to dis- 
credit his authority as a sound financial 
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leader. But notwithstanding this, many 
of those who declaim so loudly against 
the shortage of gold, and who are clam- 
oring for a managed currency, are imita- 
tors of the noted Scotch financier. 

Law’s doctrine, as laid down above, is 
a clear case of putting the cart before 
the horse. Money is merely a conve- 
nient tool devised for the more effective 
handling of commerce, and of itself is 
not the cause of commerce or the growth 
of population. It is rather their by 
product. The most populous country in 
the world is China. Its monetary sup- 
ply is lamentably deficient. Not so its 
commerce, which is much greater than 
might be the case were Law’s doctrine 
true. 

Commerce and population depend 
more upon soil, climate and the charac- 
teristics of the people than on the supply 
of money. If these are favorable the 
monetary supply will inevitably follow. 
If they are unfavorable no amount of 
money could remedy the deficiency. 

Hardly any monetary system is so bad 
that it can destroy the increase of trade 
and population. Certainly none is so 
good that it can relieve a people from 
the consequences of idleness, inefficiency 
and folly. 

In former times the stars were blamed 
for many ills inherent in humanity itself. 
Today, with as little reason, money is 
held responsible for evils self-begotten. 


CREDIT EXPANSION AND 
BUSINESS REVIVAL 


( Wespresied of the banks has been 
expressed because, despite the 
credit facilities placed at their 

disposal by the operations of the Federal 

Reserve, an expansion of bank loans and 

investments did not follow. This criti- 

cism proceeds on the assumption that 
the mere ability to grant credit on the 
part of the banks will assure the grant- 
ing of credit. This assumption is about 
as reasonable as to hold that a merchant 
who has a stock of goods on hand will 
be sure to sell it. Both in the case of 
the bank and the merchant the ability to 
supply the demand must exist, consisting 
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of the power to extend credit on the 
part of the bank and the possession of 
a stock of goods on the part of the mer- 
chant. But this is only the first essen- 
tial to doing business in either instance. 
There must be a demand for the credit 
of the bank and for the merchant's 
goods. 

Recently in a public address George 
V. McLaughlin, president of the Brook- 
lyn Trust Company, and former Super- 
intendent of the Banking Department 
of the State of New York, laid down 
some principles in regard to the grant- 
ing and use of credit which give a 
clearer idea of these functions than some 
banking critics seem to have. Mr. Mc- 
Laughlin said: 


“Credit has been injected into the 
market, but it has not been used. The 
policy of the Federal Reserve Board has 
created a capacity to lend, when, as and 
if business demands are legitimate. I 
do not imagine the reserve authorities 
expected it to do more than that. 

“The basis for legitimate credit is the 
expectation of a profit. No sound busi- 
ness man will borrow unless he can 


Mutual Savings Banks 


HE mutual savings banks of 
Massachusetts occupy a_ practi- 
cally unique position among the 
employers of that state. With one 
exception, they have not imposed any 
cuts in salaries. 
The reasons for this admirable prac- 
tice are set forth in the July issue of 
The Savings Banker, as follows: 


“First, savings bank employes as a 
rule did not share in the bonuses and 
increases of salaries which were so 
common among brokers and commer- 
cial bankers during the boom times, 
and consequently their’ present salaries 
represent no more than a fair return 
for the amount of work. The amount 
of work, by the way, has probably 
increased in most cases since the de- 
pression set in. 

“Second, in more than one case, a 
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reasonably expect to earn a profit by so 
doing. If any conclusion at all is justi- 
fied it would seem to be that restoration 
of credit awaits the restoration of con- 
fidence.” 


The fact that “no sound business man 
will borrow unless he can reasonably 
expect to earn a profit by so doing” goes 
to the roots of this matter. And when- 
ever the sound business man sees this 
expectation of profit, he will have no 
difficulty in securing credit. 

Many current notions as to the power 
of credit to create a business revival are 
upset by this further statement made by 
Mr. McLaughlin: 

“Does business expand because it can 
get credit, or does credit expand after 
business activity has already risen to the 
point where it needs more credit? The 
record of the recovery of ten years ago 
shows that bank loans did not begin to 
rise until about a year after industrial 
production commenced to increase.” 


Recognition of this fact might enable 
many “economists” to adjust the cart in 
right relation to the horse. 


Not Cutting Salaries 


customer has asked the teller or clerk 
if his salary has been cut. In one 
out-of-the-state case where such an 
event had taken place, it was con- 
strued by the customer as evidence that 
the bank was not in the best condition 
and this sort of news should not be 
encouraged. 

“Third, the cutting of salaries would 
not amount to enough saving to change 
the dividend rate, and no savings bank 
is in such critical condition that the 
small amount saved represents an essen- 
tial reduction in expenses. The good- 
will of the clerks and the maintenance 
of proper salaries will go far toward 
establishing the stability of mutual sav- 
ings banks in bad times as well as good. 

“Fourth, the cutting of - salaries 
merely decreases the buying power of 
the employes and thus tends to prolong 
the depression.” 





Illinois Bankers Combat Malicious 
Rumors 


\X THEN the germ of fear takes 
hold in a community, in times 
like these, bankers have cause 

for concern. It is easy now to gain 

credence for reports which would ordi- 

narily be laughed to scorn. And a 

report that a bank is in financial difh- 

culties, if sufficiently widespread, can 
cause embarrassment even to the 
strongest institution. 

One way of combating these rumors 
is by a frontal, direct attack on them. 
This is the method which the Illinois 
Bankers Association is currently em- 
ploying to calm the alarm which has 
taken possession of depositors in that 
state. Already a good deal of damage 
has been done—for almost a third of 
the banks in Illinois have been closed 
by runs. To drive back the wave of 
“poison gas” which has caused these 
runs, the association is publishing a 
series of advertisements designed to 
restore confidence. The latest of them 
reads as follows: 


“A ‘poison gas’ wave is menacing 
the return of confidence and prosperity 


in America. False rumors, sly whispers, 
and idle gossip, have hung like a blight 
over certain communities of this country. 
“Some of our strongest institutions 
have been subject to insidious peace 
time ‘gas attacks. There is good 
reason to believe that many of these 
untrue reports have been started by 
persons unfriendly to America. 
“Forewarned is to be _ forearmed. 
The responsibility rests upon every 
one of us to be wide awake and on 
guard against vague flying rumors of 
every kind. Let us not be too quick 
to accept them. Let us trace them 
down, verify them if we can, or prove 
them false. The finger of suspicion 
should be laid upon anyone who re- 
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peats a harmful story not backed by 
solid facts. 
“Beware of ‘poison gas.” 


Nor does the association stop there. 
It sends along with the advertisement 
a publicity release, directed toward the 
same end of restoring confidence. ‘Has 
Iowa Discovered a Cure for Depres- 
sion?” is the heading. It tells of a 
group of farmers in Mitchellville, Iowa, 
who were much disturbed by the lack 
of buying. They talked it over among 
themselves, and came to this conclusion: 


“There is as much or more money 
in the country now as there was in 
the boom times of 1928 and 1929. 
There are hundreds of thousands of 
people in the United States who want 
automobiles, home furnishings, clothing, 
furniture, business equipment, and the 
like, and have the cash with which 
to buy. 

“They are not buying because they 
feel they are doing the popular thing 
when they use worn-out articles in- 
stead of buying new ones. Or they 
fear losing their jobs, or having their 
incomes reduced. 

“When this condition is corrected, 
business will improve immediately.” 


In order to help correct it, the 
farmers pledged themselves individually 
to buy from $1000 to $5000 worth of 
farm equipment. 

The publicity release concludes with 
the following comment: 


“Right thinking is an important pre- 
liminary to the return of right condi- 
tions. Faith in the future will pay 
bigger dividends than fear of the 
future. Let each of us bear this in 
mind and act accordingly.” 





Depression — The Way Out 


Some Suggestions for a Return to Prosperity Made Before the 
Minnesota Bankers Association 


By WILLIAM G. Brown 


Vice-President Moody's Investors Service, Chicago 


three years I have heard some 
economist making comparisons be- 
tween this depression and that of 1921 
or 1907 or 1893 or even earlier periods, 
and in this way attempting to show 
us how long the present depression 
should run. We do not hear so much 
of this any more because 1n most cases 
we should have “turned the corner” 
long ago; instead, however, we have 
continued on the toboggan. I believe 
the principal reason that economists 
have erred—leaders and statesmen, too 
—is that they have not given full 
cognizance to our new position in 
relation to the rest of the world. Our 
previous depressions were largely do- 
mestic affairs. The conditions were 
decidedly different, the country was 
much smaller, its wealth was far less. 
It was not a creditor nation, it had no 
foreign investments, and it was not 
involyed in any foreign problems. 
Modern civilization is a credit civil- 
ization and that is what a capitalistic 
civilization means. Credit is the basis 
of confidence. “You cannot have con- 
fidence if credit is destroyed, or the 
wheels of credit are blocked. The 
reason we have a world-wide depression 
is that credit conditions of the world 
are out of order. Most nations of 
the world have found it impossible 
to maintain the gold basis. The credit 
system of the whole world has been 
dislocated and, as much as any other 
nation, we are deeply involved in it. 
Therefore, we in the United States 
have major fundamental and interna- 
tional problems to be settled before we 
can expect this time to lay a sound, 
permanent foundation for lasting con- 
fidence. What are these problems? 


F ise little while during the last 


1. Uncommercial political debts which 
can only be paid with borrowed money 
must be wiped out before we can 
establish the foundation of international 
credit. 

2. German reparations which are 
directly associated with _ inter-allied 
debts should be eliminated, or practi- 
cally so. They never can be paid 
now if in effect they have not already 
been paid to a large extent when these 
credits were spent in this country for 
goods and services at exorbitant prices. 

3. Vicious tariff barriers must be 
reduced. The people of all nations 
are dependent for subsistence upon the 
production and unimpeded distribution 
of goods. 

4. Armament expenditures must be 
reduced. 

5. High government costs of opera- 
tion and extravagance must be reduced 
and budgets balanced. The Government 
must live within its income the same 
as individuals. 

It has proved to be impossible for 
the world to restore itself and to settle 
its ten-billion-dollar indebtedness. It 
cannot be done for the resources do 
not exist and the burden of retarding 
influence of these debts hanging over 
the world should be eliminated. 


REPARATIONS AND WAR DEBTS 


German reparations, although they 
have more than twice been revised 
downward, undoubtedly can never be 
paid—at least, most of them can never 
be paid. Many people in this country 
hold to the opinion that there is no 
relationship between German repara- 
tions and inter-allied debts. Techni- 
cally there isn’t, but actually there is 
without a question of a doubt. What 
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happened in the five years prior to the 
world-wide moratorium of the last 
year? It is easy to see. 

We consoled ourselves that we were 
collecting our inter-allied debts, but 
were we? These foreign countries, 
outside of Great Britain, did not begin 
to pay until a settlement was made 
with Germany in 1924. The Germans 
began to pay the Allies and the money 
which they thus received, practically 
in full, was turned over to us to make 
settlement for principal and interest— 
not all, but the bulk of it. So with 
the Dawes Plan put into effect in 1924, 
Germany, having had her banking 
system, credit and confidence re:tored 
to a considerable extent, found it pos- 
sible to begin to borrow funds, largely 
in this country. In the course of four 
or five years the American people 
loaned Germany upwards of two and 
a half billion dollars. Germany was 
in this way able to pay the reparations 
to France, England, Italy. She got the 
money from America, paid it to the 
There 
was a little circle. We have reached 
the end of that situation, however. We 
cannot go any further because con- 
fidence is lost. 

We have to face the facts and do 
something. We will have to perform 
a major operation on the sick world. 
This, I believe, is the key to a restora- 
tion of world-wide confidence, industry 
and commerce. We will have to wipe 
out inter-allied debts or practically 
eliminate them and German reparations 
will have to be reduced substantially 
to a point where Germany will be able 
to pay with her exports. 

Armaments will have to come down 
all over the world. That uneconomic 
policy will have to be stopped and 
tariff walls from one end of the world 
to the other will have to be cut down 
in order to make for a free flow of 
trade among nations. 

Governments throughout the world 
have gone crazy with waste, inefficiency 
and mounting costs; but perhaps more 
than any other, has our own Federal 


Allies, and the Allies paid us. 


THE BANKERS MAGAZINE 


Government done so. Not so many 
years ago the cost of our Federal 
Government was, roughly, $1,000,000,- 
000 a year. Now it is over $4,000,- 
000,000 notwithstanding the larger pur- 
chasing power of the dollar. More 
than 60 per cent. of this amount, or 
$2,645,000,000, is spent for the past 
war and for defense; $784,000,000 of 
this total goes to the veterans; $480,- 
000,000 to the army; $378,000,000 to 
the navy, and $1,003,000,000 to in- 
terest and sinking fund on the public 
debt, largely created for and by the 
war. 

Overlapping bureaus have the Gov- 
ernment so tied up with red tape that 
it is extremely difficult, if not impos- 
sible, to reduce the cost as it should be 
reduced, and as any good corporation 
would premptly strive to do. There- 
fore, in its attempt to balance the 
budget, the main effort of Congress 
seems to have been in the wrong direc- 
tion. Because it is apparently easier, 
a struggle has been made to balance 
the budget, not through all Government 
economies, but mainly through sharply 
advanced income and special taxes at 
a time when incomes are low and tax 
burdens are doubly heavy. 

If a sufficiently large part of the 
people could be made tax-conscious, as, 
for instance, through further lowering 
of exemptions from income tax, pres 
sure enough might be put on Congress 
to force it to take the harder road 
and minimize the extravagance of 
bureaus and departments, increase their 
efficiency and thereby reduce expendi- 
tures as well as increase revenues in 
order to balance the budget. Economy 
in Government expense should prove 
to be a popular platform plank for 
either party during the forthcoming 
campaign. 

Until these big fundamental prob- 
lems, mainly international in their scope, 
are definitely on the way to settlement, 
world: confidence cannot be restored 
and no sustained revival of general 
business is possible in either this or 
any other country. 





The Guaranteed Mortgage Situation 


Some of the Present Problems of the Mortgage Guarantee Com- 
pany and How They Are Being Met 


By HusBert F. BREITWIESER 


a business has been going on for 

about fifty years, and in that 
period has grown to gigantic propor- 
tions. The need for such a service has 
with time become more and more rec- 
ognized, and the demand for it from 
conservative investors 
has grown constantly, 
and today remains 
unabated. To enjoy 
such good-will of the 
public is the para- 
mount advantage in 
engaging in this busi- 
ness and, with that 
in mind, many have 
been quick to see the 
possibility of a profit 
able activity. Some 
have realized that a 
grave responsibility is 
assumed at the same 
time and have been 
guided accordingly. 
Others with insuf- 
ficient experience and poor judgment 
have disregarded the nature of the 
responsibility involved and have been 
less successful, or have failed com- 
pletely. 

Guaranteeing of mortgages as we 
know it today began as an incident 
or by-product of the title insurance 
business. Making title examinations 
and insuring titles to property brought 
about an intimate relationship between 
the first titke company and its clients, 
and it was soon recognized that the 
title corporation could extend addi- 
tional service to its clients by lending 
them the funds often necessary in 
completing and perfecting the real 
estate transaction in which they en- 
gaged, whether it was the purchase 
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from an address which the 
author recently made before the 
convention of the National As- 
sociation of Real Estate Boards. 
Mr. Breitwieser has been promi- 
in title and mortgage 
business for a quarter of a cen- 
tury and for the last eighteen 
years he has been associated 
with the New York Title and 
Mortgage Company. He is re- 
garded as an authority on real 
estate law and practice. 


of a property, the refinancing of a 
mortgage or the building of a house. 
As these transactions grew in number, 
the need for finding a continuing 
source of such mortgage monies was 
apparent, and obviously the mortgages 
once made had to be turned over some- 
how and new funds 
made available for 
the continuing pro 
cess of financing real 
estate operations and 
those engaged in real 
estate transactions. 
Not only did the 
title and mortgage 
companies become 
the intermediaries be- 
tween the borrowers 
and the investor, but 
the plan that evolved 
from this situation, 
of guaranteeing to 
the purchaser or as- 
signee the security of 
his investment by an 
substantial financial 
supervised by state con- 
ideal arrangement which 
has endured and has justified its ex- 
istence down to, and even when con- 
fronted by, the unusual demands of 
the present period. 

While it has not been possible for 
all who wished, to enter into or con- 
tinue successfully in this field of en- 
deavor, a number of old-time title and 
mortgage companies of New York City 
and, also, a comparatively few of more 
recent birth have proved their worth 
and have earned reputations for ef- 
ficiency and ability in performing their 
purpose. They have established beyond 
argument that there is not only a need 
to be served, but that there are ways 
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and methods by which this service can 
‘be accomplished thoroughly and effec- 
tively. 


A LONG-TERM INVESTMENT 


A mortgage investment, whether it 
be held by an individual or by a sav- 
ings bank, a life insurance company 
or as part of a trust fund, is primarily 
a long-term investment intended to be 
held without the requirement of early 
liquidation. 
other types of investment, contemplate 
the preservation and return without 
fluctuation, without increase or diminu- 
tion, of a principal sum loaned, and 
true mortgage holders are those inves- 
tors who are interested primarily with 
this characteristic in mind. The true 
mortgage holders are interested not in 
a speculative profit, but in a steady, 
permanent and attractive yield, plus 
the security of the principal sum. 


While mortgages for the purpose of 
check-up and verification of security are 


mostly made for a three-year period, 
the holder’s requirement is not that 
each and every mortgage has to be 
liquidated as often as these periods 
would suggest. Experience shows that 
true mortgage investors hold for many 
consecutive three or five-year periods, 
agreeing to renewal after renewal, satis- 
fied only to check up by reappraisal 
and inspection to see that the under- 
lying security has maintained its value. 

The present period of distress, en- 
tirely unlike normal times has, how 
ever, provoked among mortgage holders 
whether it be from necessity or because 
their funds could be used in some 
other way, an unusual desire to liqui- 
date their holdings. It has become 
correspondingly more difficult for the 
owner to refinance himself. As _ be- 
tween mortgages not guaranteed and 
such as are guaranteed, the investor has 
for obvious reasons chosen what seemed 
to be the line of least resistance, and 
looked to his guaranteed mortgages and 
their sponsors for speedy liquidation. 
The difficulty is that in attempting to 
pass the responsibility for meeting these 


Mortgages, unlike many - 
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calls to the owners of property where 
they must ultimately be met, it is 
realized that to exert such pressure 
peremptorily would be unwise because 
it would only add to and aggravate 
the present burdens of real estate. Our 
better companies have set themselves 
the task of meeting these calls with 
all their skill and by making all their 
resources available, but quite properly 
look to their investors for such modera- 
tion and co-operation as the situation 
demands, in working out with each 
property owner some plan for ulti- 
mate refinancing, depending upon the 
owner's willingness and disposition to 
carry the property in the meantime. 


RESPONSIBILITY OF GUARANTOR 


The customary guarantee contract in 
effect in New York City carries with 
it the responsibility of the guarantor 
for the general supervision of the invest- 
ment throughout the life of the guar- 
antee, for the collection of interest and 
its prompt disbursal to the investor on 
fixed interest dates, for seeing to it 
that taxes on mortgaged premises are 
paid without delay, that fire insurance 
policies are provided and the premiums 
paid by owners so that proper fire 
protection is always secured. These 
responsibilities necessitate the mainte- 
nance of large staffs of clerks, accoun- 
tants, fire insurance experts and tax 
searchers. 

The prompt payment of interest and 
taxes by owners requires a well organ- 
ized arrears department, especially dur- 
ing a period such as prevails at present, 
when a more pronounced tendency to 
delay on the part of owners has to 
be contended with. Failure to provide 
alert and efficient employes to cope 
with those who are backward in mak- 
ing their payments may give rise to 
an increasing number of defaults. The 
overhead of such an organization is 
expensive, but the cost is well worth 
while. A complete understanding of 
the ways and methods of property 
owners, of the disposition to delay 
payments, sometimes until the last 
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minute, of the financial problems and 
troubles that beset the borrowers, is 
of the highest importance in overcoming 
and ironing out difficulties which might 
lead to defaults. Our leading mortgage 
companies recognize the benefits to be 
attained by a _ skilful and diligent 
handling of the cases of weak owners 
which, without such experienced co- 
operation, might lead to disastrous 
results. 

It is easy to throw a property into 
foreclosure, but it takes patience and 
rare skill to tide an embarrassed owner 
successfully over what often are only 
temporary difficulties. This does not 
mean that involved debtors should be 
over-indulged or pampered, but the 
fact remains that too often the expedi- 
ent of a forced. foreclosure has mis- 
takenly been regarded as an adequate 
remedy for difficulties which a skilful 
negotiator or an intelligent real estate 
expert could have cured through less 
harsh methods. 


However, should foreclosure become 


the unavoidable and only way in which 
a bad situation can be cleaned up, that, 


in itself, should not be regarded as 
a calamity, even though it be a dis- 
appointment. It is merely one of 
the processes entering into the art of 
mortgage making, and the skilful mort- 
gage financier meets this: ordeal as a mat- 
ter of course when it is the only way 
left open to change the status of an 
undesirable situation to one that has 
a final satisfactory solution, sometimes 
with very little loss and often with a 
net gain. The foreclosure problem re- 
quires the mortgage organization to 
make provision for the necessary set-up 
to handle it efficiently and with dis- 
patch. An adequate legal machinery 
must be available and also a real estate 
expert to handle the resulting acquired 
property. 

The principles and methods under- 
lying the mortgage guarantee business 
as conducted by well-managed, con- 
servative, financially strong mortgage 
companies under state supervision, have 
stood the test of time, and no reason 
has developed, despite the unusual 
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hardships of the present period, to give 
rise to fears that this mode of securing 
investments might outlive its useful- 
ness. It might be said that as times 
have brought new problems, the skilful, 
experienced and well-organized institu- 
tions and their staffs have been able 
to foresee and anticipate difficulties, 
and to devise ways and means for 
meeting them. The investor in guar- 
teed mortgages has every reason to 
congratulate himself that he has chosen 
this type of security, for he has been 
spared the anxiety of deferred or 
omitted income, and he can place full 
reliance on his guarantee policy and 
the high standard of institution that 
issued it to him, that he is going to 
have his entire principal returned to 
him without loss. 

The busines: of guaranteeing mort- 
gages is profitable. The guarantee 
premium of half of 1 per cent. received 
under the terms of each policy, espe- 
cially when a background of well se- 
lected, good mortgages is outstanding 
with a satisfied clientele, seems to be 
an attractive income. In addition, the 
earnings are increased by fees charged 
for the making of new loans and for 
renewals and extensions. It must not 
be overlooked, however, that in order 
that this business may be conducted 
efficiently, the cost of an expensive 
organization with a large overhead for 
salaries and a large expense for neces- 
sary facilities will absorb the greater 
part of these earnings, and that the 
business must be carried on on a sufh- 
ciently large scale, in order that the 
gross earnings be sufficient to carry the 
prerequisite’ overhead, and leave some- 
thing over for reserves, for contin- 
gencies and possible losses. 


ARE INTERMEDIARIES 


The companies in existence in New 
York City today engaged in the busi- 
ness of guaranteeing mortgages have 
become the intermediaries between the 
large body of property owners on the 
one hand and an equally large group 
of mortgage investors on the other. 
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The importance of the many services 
which they perform has placed them 
in a position where they have become 
in the aggregate the clearing house, if 
not of all mortgage lending, in any 
event of the most active phases of 
financing affecting the community’s real 
property. They serve to maintain in 
normal times an active and continuous 
mortgage loan market. They are in 
the market for loans in many periods 
when the ultimate mortgage investor 
may have temporarily withdrawn, and 
because of that, serve as a moderating 
influence. 

They assemble the enormous aggre- 
gate of mortgage monies in the hands 
of investors and tap these recources 
to make them properly available to the 
borrower and real estate owner. The 
mortgage companies have always found 
in building or construction loan activi- 
ties a favorable opportunity for creat- 
ing desirable types of the right amount 
and have been a constructive influence 
in shaping and supervising building 
trends, and in keeping the builder sup- 
plied with funds. The present condi- 
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tions, abnormal as they are, do not 
make this the proper moment to pass 
final judgment on these companies. 

The disadvantages, most pronounced 
in the matter of meeting the maturities 
which the property owner cannot meet 
just now, are a problem which all such 
companies are striving to overcome to 
the best of their ability. There is every 
reason for hopefulness in the clearer 
and more rational point of view which 
more recently superseded an_ earlier 
arbitrary insistence upon the strict 
carrying out of a liquidating process 
that can only be characterized as ex- 
treme. The advantages inherent in a 
guaranteed mortgage, as far as the 
investor is concerned, and the advan- 
tages enjoyed by and belonging to a 
business which performs so important 
a public service, far overshadow. the 
defects which are unduly emphasized 
at the present time and give assurance 
that well-managed, well-organized and 
strongly financed mortgage guaranteeing 
companies will continue as heretofore 
an important and successful activity in 
the financial and real estate world. 


Serious Shortage of Mortgage Money 


NE of the lamentable conse- 
() averse of the long depression 

of business, with its attendant 
heavy losses, has been the drying up 
of the capital supply. A great deal 
of investment capital has simply been 
lost; the balance seems to have taken 
fright. 

Just how bad the situation is was 
revealed by the nineteenth semi-annual 
survey of the real estate market, re- 
cently completed by the National As- 
sociation of Real Estate Boards. 

The survey, which covered 358 cities, 
found that in 88 per cent. of them 
there were loans seeking capital, but 
in only 4 per cent. was there capital 
seeking investment. In only 8 per cent. 


was the supply of money approximately 
at the same level as the demand. 

Paradoxically, mortgage money 1s 
hardest to get in the large cities, which 
are usually considered money centers. 
In not one of the cities of 200,000 
population or over, was there capital 
seeking investment. Ninety-two per 
cent. of the cities of 500,000 population 
or over reported an actual shortage of 
funds. In the smaller cities the situation 
is little better. Of those with 25,000 
population or under, 94 per cent. re- 
port a capital scarcity. 

This is the situation which the Home 
Loan Bank Bill, recently signed by the 
President, is expected to do much to 
remedy. 





What About the Hotel Business? 


Chain Operation Would Bring About Many Economies and 
Better Management 


By RatpH Hitz 


ILLIONS of dollars’ worth of hotel bonds have been 
M defaulted since the depression started and hundreds of 

hotels have been turned over to receivers to operate. 
With bankers more or less directly or indirectly interested in 
financing the hotel industry, which is seventh in size in the United 
States with an investment of five billion dollars, THE BANKERS 
MaGaZInE believes Mr. Hitz’s views on hotel management will 
be of interest to its readers, 

Mr. Hitz is president of the Hotel New Yorker, the largest 
hotel in New York City, and president of National Hotel Man- 
agement, Inc. He believes that hotel operating costs can be cut 
and greater efficiency attained through chain hotel operation. 

In the following article, written specially for THe BANKERS 
MacazinE, Mr. Hitz points out that only 2% per cent. of the 
18,528 hotels in the United States are operated as a part of a 


chain of three or more hotels. 


HE oracles tell us that there can 

be no progress without pain, 

which is a most comforting 
thought in times like these. We are 
all having our headaches and a 
prophecy that they will be accompanied 
by progress is welcome indeed. 

The hotel business, like every other 
business in the country, has been a 
very sick patient during the last two 
years, but I am confident that when its 
ills have been correctly diagnosed and 
the remedies which are being discovered 
during these years of depression have 
been administered the patient will re- 
cover and live to a ripe old age. 

I believe that the tonic which should 
be applied to the hotel business at the 
present time is chain operation. Chain 
operation is not new to the business 
men of the United States, but it is 
surprisingly undeveloped in the hotel 
feld. Apparently its advantages are 
juss now becoming manifest because 
we have been forced by the depression 


to seek new methods of obtaining busi- 
ness as well as new economies in opera- 
tion. When the savings that can be 
effected and the increased business that 
can be attracted are fully realized it 
is probable that there will be a wide- 
spread movement to consolidate hotels 
into chains under the supervision of a 
central management. 

Until accurate reports on hotel opera- 
tion and the methods pursued by hotel 
men are studied it is difficult to believe 
that chain operation has not already 
been firmly established in the hotel 
business. Chain stores have been the 
talk of the business world for years 
and reports show that they now are 
doing 20 per cent. of the retail business 
of the country. A comparatively few 
hotel chains have been operating suc- 
cessfully for several decades, and very 
successfully too, but the number of 
hotels they operate constitutes a small 
percentage of the total number in the 
country. 
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The layman who has heard mention 
of these chains may be under the im- 
pression that chain hotel operation is 
an established institution instead of a 
healthy infant which will grow to 
maturity out of the great Twentieth 
Century business depression. The plain 
facts are that of the 18,523 hotels of 
twenty-five rooms or more in the 
United States and Canada, only 474 
are operated as a part of chains of 
three or more hotels. This is slightly 
more than 2!4, per cent. of the hotels 


THE BANKERS MAGAZINE 


tory Corporation, publishers of the 
Hotel Red Book, and there can be 
no doubt as to their authenticity. They 
seem to indicate that, no matter what 
the popular belief is, chain operation 
has not been extensively applied to 
hotels. 

It takes some major force to change 
the character or the system of operation 
of a big business and it is probable 
that the business depression will supply 
that force in the hotel industry. There 
have been two revolutions in the hotel 


Death and taxes are said to be two things that no man can 
escape but there are three more which must be added to this list 
when the phrase is applied to hotel operators—interest on bonded 


indebtedness, insurance and depreciation. 


These items, along 


with taxes, constitute the fixed charges, which cannot be reduced 
without serious loss to the bondholders. 

Every dollar taken in from guests by the average hotel is 
distributed approximately as follows: 


To bondholders as interest 
Taxes and insurance 
Depreciation 

Pay roll 


Merchandise (food, beverages, cigars, etc.) 


Sundries (supplies, etc.) 


If a saving great enough to protect the bondholders’ interests 
endangered by decreased sales is to be effected it must necessarily 
come out of the last three items through more efficient operation. 


in the two countries. Ninety-seven and 
a half per cent. are operating under 
independent management and without 
any affiliation with any other hotel 
save here and there a sort of gentle- 
man’s agreement to send guests to 
each other when they are situated in 
different cities. These 474 hotels are 
. grouped into ninety chains and their 
total room capacity will not greatly 
exceed 5 per cent. of the 1,795,776 
hotel rooms available to guests in the 
United States and Canada. 

The figures have been compiled by 
the American Hotel Association Direc- 


business in America in the last seventy’ 
five years. The hotel business, as we 
know it, followed and grew with the 
railroads of the country. 

The village inn, with its colorful 
host and comfortable tap room, served 
its purpose until the improvement of 
transportation facilities brought such a 
tremendous increase in travel that the 
inn broke down as an institution be- 
cause it no longer was able to serve 
the public adequately. More pre’ 
tentious buildings took its place until 
the second great revolution in the hotel 
business was brought about by the 
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introduction of fireproof construction. 
Since 1888, when the first fireproof 
buildings appeared, hotel operation has 
developed into a highly specialized 
business with many intricate problems 
to be solved in placing comfort and 
luxury at the disposal of guests 365 
days in the year. 

During the next few years I believe 
that the hotel business will undergo 
changes which will be as revolutionary 
as were the two inspired by the advent 
of the railroad and the uce of fireproof 
construction. But these changes will 
come in the operation of hotels rather 
than in the buildings and physical 
equipment. The grouping of hotels 
into large and powerful chains seems 
inevitable. 

Many of the advantages of chain 
operation are so obvious that one 
wonders why it has not been extensively 
developed heretofore. The explanation 
may be that so many improvements 
have been added to buildings and equip- 
ment, so many conveniences have been 


installed for the comfort of guests that 
necessarily monopolized the attention 
of operators that they have not had 
adequate opportunity to develop new 
systems of operation. 

One of the chief advantages of chain 
hotel operation lies in the financial 


ability of the chain to obtain the 
services of experts in the various de- 
partments of a hotel which its units 
could not afford to pay for were they 
operated separately. These experts have 
been trained and developed in the 
largest hotels of the country and their 
advice to and supervision over similar 
departments in other units of a chain 
are invaluable. To illustrate this point 
I cite some results obtained in a hotel 
which our chain recently took over. 

Our engineer surveyed the new unit 
and reported that by making some 
changes in the engine room equipment 
and installing some new machinery he 
could save a minimum of $20,000 a 
year in power costs. The outlay to 
effect this saving will be, according to 
his calculation, $110,000. At present 
interest rates about $13,000 a year can 
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be saved even if the money is borrowed 
and invested in the change. 

Operating reports for June, 1932, 
compared with June, 1931, when the 


RALPH Hitz 
Mr. Hitz is president of the Hotel 
New Yorker, the largest hotel in New 
York City and the tallest in the 
world—43 stories with 2503 rooms. 
He is also president of National 
Hotel Management, Inc., which oper- 
ates the Book-Cadillac at Detroit, 
1200 rooms, and the Lexington, New 
York City, 800 rooms. This is the 
seventh largest hotel chain in the 
country, with 4,500 rooms. Mr. Hitz 
has managed hotels in Cincinnati and 
Cleveland and served as a hotel ex- 
ecutive in Kansas City, St. Louis, 
Chicago, Dallas, Houston, Fort Worth, 
San Francisco, Los Angeles, Minne- 
apolis and Oklahoma City. He is 42 
years old and came to this country 
from Vienna 27 years ago. 


hotel was under independent manage- 
ment, reveal the striking contrast be- 
tween independent and chain hotel 
management. Sales for June in the 
current year were 10 per cent. ahead 
of sales in the same month of 1931, 
a very satisfactory result when the 
general decline in business is noted 
during the last year. Gross profits for 
June, 1932, were 25 per cent. of the 
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total sales while in June, 1931, the 
gross profits were 15 per cent. of the 
total sales in that month. 

The total rooms pay roll for June, 
1932, was 16 per cent. of the total 
room sales as compared to June, 1931, 
when the rooms pay roll was 27 per 
cent. of the total room sales in that 
month. This saving was effected in 
spite of a decline of 14 per cent. in 
the average price paid by guests for 
rooms. The hotel had 35 per cent. 
more room guests in June, 1932, than 
in June of the previous year. 

In the food department the total 
pay roll was 33 per cent. of the sales 
in June, 1932, while in the correspond- 
ing month of 1931 the total pay roll 
was 52 per cent. of the total sales. The 
cost of raw food was 37 per cent. of 
the sales in June, 1932, and 46 per 
cent. of the sales in June, 1931. 

The telephone department of a hotel 
almost invariably loses money and the 
aim of hotel management is to make 
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this department break even or reduce 
the loss to a minimum. In this hotel 
the loss on telephone service for June, 
1931, was 15 per cent. and in June, 
1932, had been reduced to 6 per cent. 
Seventy-nine per cent. of the receipts 
of the valet shop was gross profit in 
June, 1932, while in June, 1931, 56 
per cent. of the intake was gross profit. 
These are only a few of the savings 
which can be effected by experts which 
a chain of hotels can afford to employ. 
Their salary cost would be beyond the 
reach of any but the very largest hotels 
when operated as separate units. 
Another large saving can be effected 
in pooling the advertising appropria- 
tions of hotels to attract the widest 
possible attention at a minimum of 
cost. A hotel requires a certain amount 
of space in a national advertising 
medium to carry on a national adver- 
tising campaign. The same amount of 
space is adequate for ten or fifteen 
hotels because their story through a 


A general view of the electrical generating plant at the Hotel New Yorker which 


saves $100,000 a year by making its own steam and electricity. 


The electrical 


power plant consists of four steam engines, four generators and one Diesel engine in 
reserve. 
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Nearly every hotel loses money on its telephone service but this can be cut to a minimum 

by careful planning based on study of the habits of guests to determine peak-load 

times so that personnel can be staggered. A view of the switchboard at the Hotel 
New Yorker, with a capacity of twenty-four stations. 


national medium would be the same. 
A hundred thousand readers of a hotel 
advertisement in a national medium 
might be prospective guests for a large 
hotel in New York City and another 
‘50,000 might be prospects for a hotel 
in Detroit or Chicago. Both groups 
can be reached for the cost of one 
advertisement when the hotels are 
members of a chain. 

Then there is the opportunity of one 
hotel chain to feed another in the same 
chain with its guests who are traveling 
to another city where a member of the 
chain is situated. This can be done by 
carrying names of other hotels of the 
chain on its menus, on cards in guest 
rooms, in the lobby and in other places 
where they will be seen by the guests. 

There are dozens of ways a hotel 
can attract the attention of its guests 
to other hotels in the chain so that 
travelers going to another city where 
a member of the chain is situated can 
almost invariably be influenced to stay 
there. Instead of a gentleman's agree- 


ment between 
different cities 
other there is 
every employe 
much business for it as possible. This 
incentive comes from the wider oppor- 
tunity for advancement which the chain 
hotel offers its employes. 

The food department of a modern 
hotel is constantly seeking new ideas 
of how to merchandise its food as well 
as new methods of preparing it for 
the guest. When these ideas are ex- 
changed between members of a chain 
and operating reports are compared 
restaurant sales are more readily in 
creased. Standardized accounting en- 
ables the management to ascertain the 
effect of any change in operation imme: 
diately and to apply it to all members 
of the chain if it is found to have 
merit. If a steward, chef, restaurant 
manager or food expert in a hotel of 
a chain has an original idea which 
has worked out profitably he can be 
loaned temporarily to other hotels in 


managers of hotels in 
to send guests to each 
a strong incentive for 
in the chain to get as 
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the chain so that each can have the 


advantage of his work. 

A hotel chain does not go in for col’ 
lective purchasing as extensively as 
chain store systems, but there are many 
items used by hotels which can be 
bought in this way. Some of these are 
soaps, linens, towels, cleaning materials, 
electrical fixtures, uniforms, stationery, 
bed clothing, chinaware, book matches, 
coffee and tea, sugar and condiments. 
Meats can be bought from’ packing 
companies which have di:tributing sta- 
tions in mest of the large cities. 


Introduction of a new type of truck 

used by maids to transport linen, 

towels, soap and supplies to rooms saves 

20 per cent. in the cost of maid service 

for rooms. One of the trucks in use 
at the Hotel New Yorker. 


Although comparative figures on 
chain and unit operation of hotels are 
meagre, as much as 20 per cent. can 
be saved on some items which are 
bought collectively for all members of 
a chain. 

But in addition to the economies that 
can be effected by purchases and by 
the supervision of department heads 
who are outstanding experts in their 


“must be an 


various fields there is the opportunity 
to build up a standardized service which 
the guest will recognize and appreciate 
and which he will seek whenever he 
visits a city where a member of the 
chain is situated. This is an intangible 
asset which cannot be definitely mea- 
sured but nevertheless it is one of the 
most important of the chain system. 
Standardized service can be built up 
through uniform rules and discipline 
in the training of employes. There 
incentive for them to 
continue in the organization and this 
is offered by the chain system in the 
opportunities for advancement. There 
is nothing which will hold the loyalty 
of a guest more tenaciously than a high 
type of personal service, which he will 
readily recognize wherever he goes. 
Development of hotel chains may 
come slowly but I believe it is sure to 
come about as a direct result of the 
depression. It takes some strong in: 
fluence to effect a change of this kind 
and the depression has made us all sit 


up and take notice during the last two 


years. We have had to search for 
new ways to economize; we have had 
to find ways to increase the attractive: 
ness of our service to get business and 
both of these things can be accom- 
plished in the hotel business by chain 
operation. 

The problem is one for management 
to solve and the chain can buy the best 
executive supervision. The people of 
this country have invested $5,000,000,- 
000 in hotels and hotel equipment and 
their interests should be protected by 
the most skilful management obtainable. 

The new era requires that the man- 
ager regard himself as a trustee of 
invested capital and the welfare of 
labor. Labor and capital must be 
brought together in a way that will 
profit both if our industrial system is 
to survive. The hotel business must 
be strengthened if it is to meet its 
obligations to the bondholders, the 
guests it serves and its employes and 
I believe it is reasonable to assert that 
this can best be done through chain 
hotel operation. 





Insurance Rates for Banks 


Why They Have Increased and How Bankers May Aid in Lower- 
ing Them 


By R. A. ALGIRE 
Of the National Surety Company 


EFORE the advent of Liberty 

bonds, hard roads and the auto- 

mobile, bank robbery losses were 
negligible both in number and amount. 
The fact is that for many years there 
was no charge made for the bank 
robbery hazard. It was given free 
with the burglary insurance. 

By 1914, however, robbery losses 
had become so frequent that it was 
found necessary to make a charge for 
the insurance. A flat rate of $1 per 
thousand, country-wide, was originally 
made. By 1916 this rate averaged 
$2 per thousand. Since that time 
various rate changes have occurred and 
the rate on bank robbery insurance 
today in the Middle Western states 
averages about $8 per thousand. 

In the meantime burglary losses have 
steadily decreased and the rates on 
burglary insurance have remained 
practically unchanged. However, for 
ratemaking purposes the insurance 
companies have always used the com- 
bined burglary and robbery figures and 
it is upon the combined premium in- 
come for burglary and robbery that 
the results as hereinafter indicated are 
based. 

In order to get any kind of a picture 
of the experience on this type of insur- 
ance which is a proper basis for rates, 
you have to take a long period of time 
and a very far-flung territory and a 
large premium value. 

For the ten-year period beginning 
January 1, 1921, that part of the 
earned premiums available for losses 
and profits to the insurance companies 
of all bureau companies, nation-wide, 


From an address before the Minnesota 


Bankers Association. 


was $10,713,831. The losses paid were 
$11,173,986, showing an underwriting 
loss, country-wide, all companies, for 
the ten-year period of $460,155. 

Now, for all practical purposes, on 
a volume of business that large, this 
might be called an even break for the 
ten-year period, nation-wide. There is 
one element, however, that demands 
some consideration at this point. That 
is, during that period the insurance 
companies haven't accumulated a penny 
against what they call the catastrophe 
loss; they haven't even broken even. 
They should have a margin of at least 
$1,000,000 stored away against the 
time when they are apt to wake up 
with a million or two-million-dollar loss 
on their hands. And I don’t need to 
dwell on the possibility of that. Dur- 
ing the last two years, in at least two 
instances, that very thing happened. 

For this same period that part of 
the premiums éarned by all bureau 
companies available for losses and profit, 
for the states of Arkansas, Kansas, 
Nebraska, South Dakota, Illinois, Min- 
nesota, North Dakota, Texas, Iowa, 
Missouri, Oklahoma and Wisconsin 
combined was $2,965,357. Losses paid 
$5,194,214, or an underwriting locs 
in this group of states for the combined 
period of $2,183,957. It is worthy 
of note that during this ten-year period 
the insurance companies paid to the 
citizens of this group of states $1,897,- 
777, covering the cost of writing the 
business and taxes to the various states. 

In 1921 the insurance companies 
made $236,000, in 1920 they dropped 
$197,000. In 1922 they dropped 
$197,000, in 1923 they were up $121,- 
000, 1924 they made $191,000, 1925 
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they made $331,000, 1926 they dropped 
$37,000, 1927 they made $22,000, 1928 
they dropped $51,000, 1929 they 
dropped $192,000, and in 1930 they 
dropped $94,000. 

The substantial underwriting loss in 
connection with bank burglary and 
robbery insurance is aggravated by an 
even worse experience natica-wide on 
bank fidelity bonds. 

The premium income available for 
losses and profit to the insurance com- 
panies on bank fidelity bonds for the 
eight-year period beginning 1923 
amounted to $8,734,277. The losses 
paid during that period on bank fidelity 
bonds were $12,041,420, showing an 
underwriting loss to the insurance com- 
panies of $3,307,143. 

It is therefore apparent that the 
insurance companies have not been 
able to make up the loss sustained on 
bank burglary and robbery by profits 
on other classes of business but rather 
the other classes of business have 
proved more unprofitable than the bank 
burglary and robbery. 

Considering the above experience on 
the combined bank burglary, robbery 
and fidelity business in connection with 
the terrific loss on depositary bonds, 
you can readily appreciate that the 
bank insurance situation is an extremely 
important one to the insurance com- 
panies and that remedial measures of 
some character are of the utmost im- 
portance. 

With the above picture of premiums 
and losses on bank burglary and rob- 
bery before us the question arises, 
“what are we going to do about it?” 

Bank burglary and robbery insurance 
presents certain characteristics that are 
not present in connection with any 
other form of insurance. The fact 
that there are some 10,000 fewer banks 
in the country today than there were 
ten or fifteen years ago does not alter 
the fact that there still remain hundreds 
of banks of every type so that a bank 
burglar or a robber does not have to 
go out of business. Notwithstanding 
the large decrease in the number of 
banks the number of bank robberies 
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has been on the increase steadily and 
the amount stolen has increased by 
leaps and bounds. This inevitably 
means that the remaining banks have 
to carry the load. 

In my opinion, and I think it is well 
borne out by the figures submitted, 
the banks and insurance companies of 
this country and particularly the Mid- 
dle West are confronted with a very 
serious problem and the following plan 
is herewith submitted: 

First. Burglary and robbery insur- 
ance and fidelity bond protection car- 
ried by the banks must be kept abso 
lutely sound. This requires that the 
rates must be adequate. The rate must 
keep step with the losses. The load 
should be spread over a large area based 
on a large premium volume in order to 
avoid undue burden on any one state. 

When the bank robbers are gone 
and the employes are liberated from the 
vault and their hands are untied and 
they go back to their papers to get 
out the insurance policy, the question 
of premium is not uppermost in their 
minds. The question then is, I want 
to get my draft for my loss, and I am 
mighty glad that I have insurance in a 
good company. Manifestly the only 
way to accomplish that is for the rate 
to keep step with the losses. There is 
absolutely no other answer to it, and 
an insurance company has to take in 
adequate premiums to pay losses if it 
hopes to give banks the protection they 
pay for. 

Second. The vigilante and county 
unit systems of protection and similar 
organizations should be maintained to 
the highest degree of effectiveness pos 
sible, and some such plan should be 
adopted by the banks in all states not 
already so organized. 

Third. Immediate steps should be 
taken by the bankers of each state to 
permanently organize for securing 
necessary legislation, providing for the 
establishment of state police with which 
existing law enforcing organizations, 
including the vigilante and county unit 
systems and similar organizations, can 
co-operate. 





A Country Banker Looks at the 
Glass Bill 


By A. H. EcKLes 
President, Planters Bank & Trust Company, Hopkinsville, Ky. 


HE title of the Glass Bill in its 
present form states that it is for 
these purposes: “To provide for 
the safer and more effective use of 
the assets of the Federal Reserve Banks 
and of the National Banking Associa- 
tions, to regulate inter-bank control, to 
prevent the undue 
diversion of funds 
into speculative oper- 
ations and for other 
purposes.” 

With these worthy 
objectives in mind 
nobody could con- 
scientiously oppose 
legislation so admira- 
ble if it is demon- 
strated that it will 
accomplish such pur- 
poses. 

If Senator Glass 
could secure for the 
nation the proposals 
stated in the caption 
of the bill, we would 
all gladly acclaim him a “Moses” and 
would rise up and call him “blessed.” 

It is a very lengthy document 
(15,600 words) and reads as though 
it were another “noble experiment.” 
It attempts to make us bankers ‘good’ 
by statute. Whether such a _ hard- 
hearted, hard-headed aggregation can 
be converted and made to see the 
light even through a “Glass Bill” is 
a debatable question. 

Section Five of the bill provides 
for reports of condition of affiliates of 
state member banks, and for the exam- 
ination of such afhliates by examiners 
selected or approved by the Federal 
Reserve Board. It also provides for 
the same limitations and _ conditions 
with respect to the purchasing, selling, 


affiliates. 


guaranty law. 


M® ECKLES approves of 
the provision for separat- 
ing banks from their security 


He opposes the plan for a 
Federal Liquidating Corpora- 
tion, which he considers the 
first step in a Federal deposit 


He opposes the liberal branch 
banking provisions of the bill 
which, as a unit banker, he 
feels are contrary to the best 
interests of the public. 


underwriting and holding of invest- 
ments, securities and stocks, as are 
applicable in the case of national banks. 
It also provides that after three years 
from the date of the enactment of 
the bill, no certificate representing the 
stock of a state member bank shall 
represent the stock 
of any other cor- 
poration, except a 
member bank. 
Section Seventeen 
provides for the vot- 
ing of national bank 
stock held by holding 
companies under vot- 
ing permits obtained 
from the Federal Re- 
serve Board. Certain 
limitations are im- 
posed upon such hold- 
ing companies which 
they must agree to 
comply with at the 
time the voting per- 
mits are obtained. 
These limitations relate chiefly to ex- 
aminations, reports of condition, reserve 
requirements, and ownership and con- 
trol by holding companies of organiza- 
tions engaged in the issuance, under- 
writing and distribution of securities. 


OBJECT OF THESE SECTIONS 


It is quite apparent that the object 
of these sections is to eventually 
separate national banks and _ state 
member banks from their so-called 
affiliates, holding corporations or sim- 
ilar organizations in three years from 
the enactment of the bill, and in the 
meantime to require full reports and 
authority of examinations, and _ the 
control of the voting power of such 
afhliates. 
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I am not fully cognizant with the 
estimate in which afhliates and hold- 
ing companies are held by the public 
but I have grave suspicions. Neither 
am I familiar with the general view- 
point held by bankers on this subject. 

I judge that the large banks in the 
East are opposed to abolishing them. 
The committee on legislation of the 
New York State Bankers Association 
recently went on record as opposing 
that provision of the bill. The letter 
to members states: 


“Under proper supervision and con- 
trol, the association believes such afhli- 
ates are essential; that they have sup- 
plied a large part of the machinery 
through which funds flow from investors 
into industry, commerce and agriculture, 
and that their abolition would leave the 
country without adequate facilities for 
furnishing industry the capital necessary 
to the return of prosperity and further 
development of our business life.” 


I think that is about as strong a 
statement on behalf of affiliates as can 
be made for them. 

I am asking myself if we have not 
in the last decade had too much ma- 
chinery of that kind, and has it not 
been lubricated too freely for the 
good and welfare of tne nation? I 
must admit that the flow of funds 
from the investors into “some place” 
has been facilitated with great ease 
and perfection. 

One of the evils of these affiliates 
has been that they sold and distributed 
securities that have proved in many 
cases to be practicaily worthless, and 
by their prestige and influence have 
induced many people to buy on account 
of the connection of the affiliate with 
some large, responsible banking institu- 
tion. 

Through this subtle and clever means 
of selling securities at inflated values 
and imposing upon the confidence, 
credulity and faith of our people there 
was placed into the coffers of many of 
our corporations so much money that 
they did not attempt to use the fund 
in industry, but decided that they 


should also go into the banking or 
loan business, and by the use of those 
ill-gotten funds, they contributed prob- 
ably more than any one factor to the 
great inflation of stocks and bonds by 
loaning more than $3,900,000,000 to 
brokers and others for speculation, in- 
stead of using the money in _ the 
legitimate channels for which it was 
intended. 


IN KENTUCKY AND TENNESSEE 


In Kentucky and Tennessee we have 
knowledge of some affiliates and hold- 
ing corporations. What do we think 
of the great tragedies, the sorrow, the 
losses, the despair, the poverty and 
suffering that they have left in their 
wake? They were of such a mixture 
and conglomeration that we did not 
know whether the banks owned the 
holding corporations or the holding 
corporations owned the banks; whether 
the frog was swallowing the snake or 
the snake swallowing the frog. Sup- 
posedly prominent and reliable men 
have inflicted all of these losses, 
tragedies and sorrows upon us and 
still it seems that we are willing to 
permit a continuance of such outrages. 

My suspicion is that in good weather 
these affiliates make more money than 
the banks which own them, and quite 
naturally, for this reason, the banks 
consider them useful and necessary. 
The operations of such corporations are 
speculative in the extreme, and I must 
agree with Senator Glass that they 
have no place in our economic life 
when connected with and owned by 
banking institutions, and should be dis- 
continued. 

I appreciate the fact that this view 
by some city bankers will be held 
as extremely provincial. Nevertheless, 
it is the humble opinion of a country 
banker who has observed the great 
despair in which they have brought 
women, children and the aged in their 
nefarious operations, and left them 
helpless, penniless and a charge upon 
their relatives, friends, or state institu’ 
tions. 
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I do not make this as a general 
charge as many afhliates have been con- 
ducted on an honest basis, but the 
principle is wrong and they should 
not be tied up with banking institu- 
tions. Let them operate under their 
own flags and reputations, and not 
under those of the strong financial 
institutions which have given them 
their prestige and standing. 

A bank of deposit holding the 
people’s money occupies a high place 
of honor and trust, and it has no 
legal right or moral right to speculate 
with its depositors’ funds. It was never 
intended by the National Banking Act 
that bankers should engage in such 
transactions and practices, and if neces- 
sary it should be prohibited by law 


FEDERAL LIQUIDATING CORPORATION 


There is a portion of Section Seven 
of the bill which Senator Glass de- 
scribes briefly as a new section to 12 B 
of the Federal Reserve Act providing 
for a Federal Liquidating Corporation 


which is given power to liquidate the 
assets of member banks, which have 
been closed by action of the Comp- 
troller of the Currency, the appropriate 
state authorities, or by vote of their 
directors. The management of the cor- 
poration is vested in a board of five 
directors, consisting of the Comptroller 
of the Currency, a member of the 
Federal Reserve Board, and _ three 
persons chosen annually by the gov- 
ernors of the twelve Reserve banks. 

It is proposed that the capital of 
the corporation be established by the 
contribution of the twelve Reserve 
banks to the extent of one-fourth 
of their present surplus or a sum of 
about $68,500,000 and one-fourth of 
1 per cent. of the time and demand 
deposits to be subscribed by member 
banks, approximately $75,000,000. The 
Government is to contribute $125,000,- 
0CO to the corporation as “paid in 
surplus.” This will produce a capital 
structure of $143,000,000 and surplus 
of $125,000,000. 

Senator Glass offered this as substi- 
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tute for Congressman Steagall’s guar- 
anty of bank deposits measure which 
passed the House and which provided 
for an initial fund of approximately 
a billion dollars. 

I believe that this Liquidating Cor- 
poration is ‘but the first step in the 
guaranty of hank deposits. In the 
present Congress already sixteen deposit 
guaranty bills have been introduced. 
Notwithstanding the failure of such 
laws in a number of states there seems 
to still persist in the minds of some 
politicians the idea that such a plan 
is practicable and in the interests of 
the public. 

Deposit guaranty laws which have 
been passed and operated in the various 
states have universally led to unsound 
and unsafe hanking practices, and have 
proved a failure in every instance. 

1 want to congratulate Senator Glass 
on his ingenuity in the selection of 
a name for his Guaranty Fund, desig- 
nating it as the Federal Liquidating 
Corporation, which sounds much better 
and is more euphonious to the ears of 
member banks who must subscribe to 
the capital stock of the guaranty 
corporation rather than to have it 
said of them that they are guarantors 
of failed banks. Under this proposed 
act, the national banks and_ state 
member banks of the Federal Reserve 
System will loan their capital to the 
failed bank, so that the Liquidating 
Corporation or the receiver of that 
bank may pay the depositors of the 
closed institution. 


PROVISIONS OF THE ACT 


The act provides that each member 
bank shall subscribe one quarter of 1 
per cent. of its time and demand 
deposits, same to be adjusted on July 1 
of each year. Suppose that this act 
should invite careless, inexperienced 
and reckless banking, which I believe 
it would, and the failures should be- 
come numerous and involve banks hold- 
ing exceedingly large deposits and 
obligations that must be paid, what 
effect would that have on the public 
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patronizing such guarantor banks? 
Would not such depositors become 
alarmed and be tempted to withdraw 
their deposits from such banks? A 
bank of deposit in justice to its own 
depositors has no moral right to be 
required to guarantee the deposits of 
some other bank which may not have 
honest and conservative management. 

There is no provision in the act 
to compel you to subscribe more than 
one quarter of 1 per cent. of your 
time and demand deposits, but if this 
assessment be not sufficient, which I 
doubt most seriously, do you believe 
that the same influences which are 
behind this Liquidating Corporation 
could amend the act to increase your 
subscription to a larger amount? 

Out of twenty-six sections, this 
Liquidating Corporation consumes 
about one-fourth of the entire bill, 


explaining what it is and what it 
proposes to accomplish. When a lawyer 
writes a contract which he does not 
intend for you to understand, it is 
generally about ten times as long as 


is necessary. 

I am opposed to any kind or de- 
scription of guaranteeing bank deposits 
other than strict banking laws to he 
enforced fairly, honestly and impar- 
tially. My solution would be to set 
up in each state a state banking board 
of, say, seven members, with the state 
banking commissioner an _ ex-officio 
member thereof, and six bankers of 
seasoned experience to be appointed 
by the governor out of a list of 
twelve bankers submitted to him, 
recommended by the state bankers’ as- 
sociation in convention. 

This board should act in all matters 
pertaining to the intelligent, efficient 
and business-like operation of the bank- 
ing department, and should render in 
connection with the banking commis- 
sioner invaluable services to the banks 
of the state. There are, no doubt, 
many bankers who would appreciate 
the privilege of consultation with and 
advice from such a board composed 
of the outstanding bankers of the state, 
and in my opinion it could be very 
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helpful and constructive in its functions. 
The state banker who needs assistance 
under our present law has no recourse 
except to his city correspondent, and 
if the latter's liver is not functioning 
properly he is out of luck. 

I believe that we need a bankers’ 
hospital rather than a “funeral home.” 
At least we should avail ourselves of 
the facilities of the hospital first, and 
if you cannot be cured there the 
undertaker will get you in due course 
anyhow. 

If national bankers want to go into 
the business of buying “bankrupt 
stocks” of notes and assets of failed 
banks, they have a fine opportunity 
to do so under this guaranty measure, 
more craftily called the “Liquidating 
Corporation.” 


BRANCH BANKING 


Section Nineteen authorizes nav 
tional banks to establish branches at 
any place within the states in which 
such banks are located, and also allows 
the establishment of branches in ad- 
jacent states under certain conditions 
subject to the approval of the Federal 
Reserve Board but not beyond fifty 
miles from the seat of the parent bank. 
No such association, however, is to be 
permitted to establish a branch outside 
of the city, town or village in which 
it is located unless it has a paid-in 
and unimpaired capital of not less 
than $500,000. 

Unlike the space devoted to the 
sections of the bill regarding bank 
affiliates and holding companies, Sena- 
tor Glass has contented himself with 
providing for this all-important and 
far-reaching step of establishing a na- 
tional branch banking system by the 
use of only fourteen lines. 

I cannot believe that the national 
banks wish to foist a nation-wide plan 
of branch banking on their fellow 
state bankers. Neither do I believe 
that when they have given due con- 
sideration to its great menace to their 
own future and success, will they desire 
to be forced into such a situation. 
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If such a law is passed it means 
that state bankers must go out of 
business or join the Federal Reserve 
System. When that is accomplished 
it leaves the country with only one 
banking system, and inside of ten or 
fifteen years we will have ten or twelve 
great branch banking systems which 
over night can be reduced to one 
should a few men think it expedient 
to do so, and then the money, wealth, 
credit and power, both financial and 
political, will be lodged in the hands 
of a few men who can put the people 
of this nation absolutely at their mercy. 

It may be said that this is an extreme 
and radical view of the situation. The 


American business man has an insati- 
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able desire to grow, enlarge, promote, 
merge, consolidate and control, and 
when the laws and the conditions are 
favorable, in my humble opinion, 
through this provision in the Glass 
Bill authorizing nation-wide branch 
banking, we shall certainly live to 
see only a few large banking institu- 
tions in this country. Instead of there 
being about twenty thousand banks 
that number will dwindle to a few 
score, and the remaining bankers will 
be mere clerks, agents or managers, 
receiving daily instructions in mimeo- 
graph form from the Head Office and 
you will have so little authority in 
your own community, that you will 
be afraid to call your soul your own. 


Number of Wills Probated on Increase 


tions of human nature that there is 

more saving in adversity than in 
times of prosperity, and that the less 
property a person has, the greater the 
care he takes of it. 

This is borne out by a recent study 
of the records of the Surrogate Court 
of New York County, made by the 
Manufacturers Trust Company, New 
York. 

Henry R. Johnston, vice-president, 
who was in charge of the survey, re- 
ports that the findings were just the 
opposite of what one would normally 
expect. During the period from 1926 
through 1931, there was an increase 
of 8 per cent. in the number of wills 
probated. The number of people dying 
with estates went up from 29.6 per 
cent. to 31.8 per cent. The proportion 
of people leaving wills advanced from 
35.1 per cent. to 40.5 per cent. 

At the same time, the technical 
guality of the wills has been improved. 
In 1930, only one will was broken, 
although 112 were contested. More- 
over, more care seems to be exercised 


I: is one of the curious contradic- 


in the choice of executors. In 1926 
only 7 per cent. of the wills filed 
with the New York County Surrogate 
Court named fiduciary institutions as 
executors or co-executors. In 1929 and 
1930 this had risen to 10 per cent., 
followed by a slight decline to 9.2 per 
cent. in 1931. 

The study did indicate the need for 
improvement, however, in one respect. 
It drew attention to the fact that many 
wills, particularly those made in 1929 
or earlier, are now badly in need of 
revision. ‘When they were made the 
intention was to leave the bulk of the 
estate to a residuary legatee. But the 
shrinkage of security values has been 
so great that it sometimes now happens 
that but little is left for the residuary. 
Wives and children have been left 
with an inadequate sum after specific 
bequests to charity and other bene- 
ficiaries have been carried out. It is 
particularly desirable, therefore, that 
wills making direct and residuary be- 
quests be re-examined, to see whether, 
with the property revalued by present 
standards, they still carry out the de- 
sires of the maker. 





Pension Plan for Bank Employes 


Dry Dock Savings Institution of New York Inaugurates a Co- 
operative Insurance Plan 


HE question of what to do with 
employes who have served their 
bank faithfully over a long period 
of years, but who are no longer able 
to keep up the swift pace of a modern 
banking institution, has been answered 
by the Dry. Dock Savings Institution 
of New York City by the inauguration 
of a pension plan, subscribed to by 
the bank’s entire eligible personnel, and 
effected through a contract made with 
the Metropolitan Life Insurance Com- 
pany. 

By means of this plan, every present 
employe under the age of 65 and every 
future employe who enters the service 
of the bank before the age of 50, will 
be eligible for retirement at the age 
of 65, or at the conclusion of twenty 
years’ service, whichever is later, with 
an income guaranteed for the remainder 
of his life. 

In order to carry out the plan, the 
employes and the bank will co-operate 
to build up a fund out of which an- 
nuities will be purchased annually. The 
bank alone will defray the cost of past 
service annuities. 

The total retirement annuity of an 
employe will approximate 2 per cent. 
of his total salary after June 1, 1932, 
plus 2 per cent. of his annual salary 
as of that date, multiplied by the years 
of his service before the plan became 
effective. Thus, if a new employe, 
entering the bank as of June 1, 1932, 
or thereafter, pays in during his work- 
ing years, a total of $4572, his yearly 
income upon retirement will be one- 
half that amount, or $2286 a year, 2 
per cent. of his total earnings of 
$114,300. In the case of an employe 
who was in the employ of the bank 
prior to the inauguration of the plan, 
the amount he pays in is augmented by 
2 per cent. of his salary as of June 1, 
1932, for each year of his previous 
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service. Thus, if he has been in the 
bank’s employ for ten years prior to 
the inauguration of the pension plan, 
and his salary at the time of inaugura- 
tion is $200 a month, his retirement 
income will be increased by 10 (years’ 
past service) x .02 x $200, or $40 a 
month. 

According to the agreement, each 
employe will contribute annually 4 per 
cent. of the mean salary of his wage 
group. Thus, if his annual salary is 
somewhere between $2551 and $2850.99, 
he will contribute $9 a month, or $108 
a year. If he reaches the $4651- 
$4950.99 class, his contribution will 
be $16 a month or $192 a year. The 
bank will contribute the remainder 
necessary to bring the amount to that 
required for the insurance, about 3/2 
per cent. of the pay roll. The bank 
will also contribute all of the amount 
necessary to provide for that part of 
each employe’s retirement annuity ac- 
cruing out of service prior to the adop- 
tion of the plan. This will require 
appropriation of approximately 5 per 
cent. of the pay roll annually for a 
maximum of twenty years. 


ALLOWANCES FOR EMERGENCIES 


Allowances have been made in the 
plan for emergencies of all sorts. For 
instance, while the normal retirement 
age is fixed at 65, earlier retirement 
under certain conditions may be per- 
mitted by the bank. Later retirement 
may also be allowed, but with con- 
tributions ceasing after the normal re- 
tirement age and with no extra credit 
established for additional service. 

The plan allows, too, for persons 
who leave the employ of the bank, 
and for those who die before they 
retire or shortly thereafter. Upon 
withdrawing from the plan, the em 
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ploye has three alternatives. He may Allowance is also made in the agree- 
receive in cash the full amount of his ment for change or discontinuance. 
contributions; he may let them remain “The plan here outlined,” it states, “is 


with the insurance company to produce the result of long and careful investiga- 
a life income at the normal retirement tion and it is expected that it will 


ve Ss . a . . e ° ° ° 
age, * “9 ned let be seta com continue in operation into the indefinite 
any ho em and continue his pay- ae , 
— : ™ future. However, it is realized that, 
ments so that, on retirement, he will Se 

: : 2 at some time in the future, conditions 
receive a life income based on _ the cht 

may arise making it necessary or desir- 


total amount of his contributions. ny 
In case of the death of an employe able to alter the provisions of the 


before retirement, all contributions Plan, or hanen possibly to discontinue it. 
made by that employe will be paid The institution accordingly reserves the 
to his beneficiary. If an employe should right to modify or discontinue the plan 
die after retirement, his beneficiary will at any time. However, no alteration 
receive any excess of the employe’s con- or discontinuance of the plan can in 
tributions over the full amount of any way affect retired employes, or the 
retirement benefits paid him. proportion of retirement annuity which 


EXAMPLES OF HOW THE PLAN WORKS 
EXAMPLE I 
A New Employee 
Assume a new employee enters the service of the Institution at age 22, at a salary of $1,200.00 a year, 
and thereafter receives the following increases: 











Monthly Annuity for Monthly Number of Years ” Total Monthly 
Class and Salary Tach Year of Service Contributions in Each Total “ena Retirement Annuity for 
in Each Class in Each Class Salary Class Service in Each Class 


3 to Age 25 
2 to Age 27 
3 to Age 30 
3 to Age 33 
5 to Age 38 
5 to Age 43 
7 to Age 50 
15 to Age 65 


1,650.00... 
1,950.00 
2,250.00 
2,550.00... 
2,850.00 
3,150.00 
3,450.00 


“mommoOOw 
rene bs Oo 1) 
$8S3S35 














Total Contributions of Employee 
Total Retirement Annuity payable for life from Age 65 $190.50 a month 
or $2,286.00 a year 


EXAMPLE II 
An Employee with 10 Years’ Past Service 


Assume an employee who has completed 10 years’ service is now age 30 and is now earning $2,400.00 a 
year (Class F) and hereafter receives the following increases: 








Monthly Annuity for Monthly 
Class and Salary Each Year of Service Contributions 
in Each Clacs in Each Class 


Number of Years Total Monthly 
*_ in Each Total Contributions | Retirement Annuity for 
Salary Class in Each Class Service in Each Class 








2,551.00 to 2,850.00 
2,851.00 to 3,150.00 
3,451.00 to 3,750.00 
4,051.00 to 4,350.00 


50 5 to Age 40 540.00 22.50 
00 5 to Age 45 600.00 25.00 
00 5 to Age 50 720.00 30.00 
00 15 to Age 65 2,520.00 105.00 


| 
! 
| 
$2,251.00 to $2,550.00 $4.00 i 5 to Age 35 $480.00 $20.00 














Total Contributions of Employee 
Total Retirement Annuity resulting from service after adoption of Plan $202.50 a month 


Additional Monthly Retirement Annuity for 10 years’ service prior to 
adoption of Plan: 


10 (years’ past service) x 2 per cent. x $200.00 (monthly salary on June 1, 1932). 40.00 a month 


Total Monthly Retirement Annuity payable for life from age 65 $242.50 a month 
or $2,910.00 a year 





142 


will then have been secured by an 
employe’s own contributions.” 


PAST SERVICE BENEFITS 


In regard to past service benefits, 
M. F. Davis, of the Metropolitan Life 
Insurance Company, says: “It should 
be noted that the Dry Dock plan is 
rather liberal in its treatment of past 
service, the same scale of annuity apply- 
ing to past as well as future service. 
More frequently such plans provide 
a smaller scale of annuity for past 
service than for future service for two 
reasons: Employes do not make con- 
tributions toward past service benefits 
and the past service benefits are based 
on present salaries rather than on the 
actual salaries paid in past years. 

“Thus, under such a plan as this, 
the past service annuity might be set 
at 1Y% per cent. (instead of 2 per 
cent.) of present salary for each year 
of pact service. In this event, the 
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supplementary appropriation by the 
bank for past service benefits would 
be reduced to about 3 per cent. or 3), 
per cent. of pay roll annually for a 
maximum of twenty years. 

“In fact, it is not at all essential 
that recognition of past service be in- 
corporated in the plan if it is not 
convenient for a bank to make the 
supplementary appropriations. While 
such a plan would not provide adequate 
retirement benefits for employes al- 
ready near the retirement age, the 
question of appropriate supplementary 
benefits recognizing service prior to the 
plan’s adoption could be taken up at 
the retirement of such older employes. 
Thus pension economy, which is put 
in practice as soon as employes begin 
to contribute toward their retirement 
benefits, may be set up in practice 
without immediate assumption by the 
bank of the supplementary cost of. prior 
service benefits.” 


Banks’ Responsibility as Creditors 


ship of the creditors in diagnosing 
the case of the debtor and deter- 
mining what the remedy should be. So 
says Thomas O. Sheckell, manager of 
the New York Credit Men’s Adjust- 


Be: should assume the leader- 


ment Bureau, Inc., in an article in the 
June Credit Executive. 

“While a claim for money loaned is 
on no different basis from a merchandise 
claim,” says Mr. Sheckell, “banks often 
hold security in the shape of indorse- 
ments, or pledges of collateral, by virtue 
of which they know that the debtor will 
ultimately have to pay them in full. 
Banks have a complete line on the 
debtor, including his financial state- 
ments, profit and loss statements, and 
they have more frequent opportunity to 


observe the progress of his business than 
do other creditors.” 

For these reasons, Mr. Sheckell 
thinks, banks’ representatives, in attend- 
ing meetings of creditors when a com- 
mon debtor’s affairs are under discus- 
sion, can well assume a leadership, help- 
ing other creditors to determine not 
only the conditions but what should be 
done in the interests of all. 

“We have noticed,” he says, “that 
banks’ representatives are reluctant at 
times to serve on creditors’ committees, 
feeling that by so doing they may jeop- 
ardize the security that they hold. . . 
The good-will that would be established 
by banks among merchandise creditors 
by assuming such responsibility and tak- 
ing their part in these matters would be 
of untold value to the banks.” 





Withdrawal Notices on Time 
Deposits 


HERE are few savings banks or 
savings departments that do not 


provide, in their rules, that the 
bank must be given from two weeks’ to 
two months’ notice of withdrawals. And 
there are just as few which enforce the 
rule in ordinary times. Competition 
forces them to permit withdrawals on 
demand, reserving the application of the 
notice rule for use as an emergency 
measure. 

Now this practice has great dangers, 
according to Stacy B. Lloyd, vice-presi- 
dent Philadelphia Savings Fund Society, 
Philadelphia. In a speech at the Na- 
tional Convention of Mutual Savings 
Banks, in New York, he characterized 
the policy as “satisfactory to both 
parties until an emergency arises” but 
as soon as the bank is forced to invoke 
the notice rule “it becomes unsatis- 
factory to both.” 

“If a bank invokes the rule,” he 
continued, “it is obviously an admission 
that an emergency of some sort exists 
and the tendency is to alarm depositors 
or to make them dissatisfied. Further- 
more, the need for such a rule does 
not arise as a general thing excépt at 
times when nervousness and _ hysteria 
exist. 

“The sudden invoking of a sixty-day 
notice will not only bring to the bank 
all those who are nervous or appre- 
hensive but will bring at one time all 
those depositors who have any need for 
money within sixty days, and unusual 
numbers will at such times attract and 
frighten others who will also come and 
give notice, if for no other reason, 
simply because every one else is doing 
ic. 


This is just what happened in Phila- 
delphia in the fall of 1931, when the 
Philadelphia Clearing House Associa- 
tion asked all banks carrying savings 
accounts to require notice of with- 


Crawal. A great number of depositors 


became alarmed by the action and 
hurried to give notice. The fact that 
a large proportion of the notices were 
due to alarm was evident later, when 
nearly 37 per cent. of the money for 
which notices were given was not 
called for: 

In the meantime, “the two weeks 
notice gave the banks such an accurate 
picture of the conditions they would 
be required to meet that they were 
able to sell sufficient securities to meet 
all demands, to fully advise the public 
by statements in all English and foreign 
language newspapers of their actual 
condition, to have printed and to dis- 
tribute to every individual who came 
into the banks reassuring messages in- 
cluding condensed statements of their 
conditions, to prepare, instruct and 
organize the force so that the crowds 
could be handled with the utmost 
dispatch and with the least possible 
confusion, to make such minor changes 
on the interior of the banks as would 
enable more tellers to wait on the 
public when the heavy payment days 
began and to arrange for special protec- 
tion for guards inside and outside the 
bank.” 

Thus when the time actually came 
for payment, it was made with such 
promptness and willingness as to restore 
confidence once more in the savings 
banks of the city. 

Now that the Philadelphia banks 
have re-instated the notice rule, and 
have put it to the test, Mr. Lloyd is 
convinced that they will never be 
willing again to permit its enforcement 
to become lax. For it is helpful to 
the bank, even in normal times. Thus: 

“With such a rule in force a savings 
bank knows two weeks ahead approxi- 
mately what payments it must meet. 
With it no surprise rush can over- 
whelm the bank. If an emergency 
arises, it has two weeks in which to 
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Privileges 


To the summer tourist the attractive 
feature of his ‘‘Circle Tour’’ is the 
time he may spend at each point of 
interest on the way. 


But why send your collection items 
on vacation?—a day in one bank, a 
night in another, with innumerable 
side trips into Post Office boxes at 
your expense. 


Take advantage of our continuously 
operating direct collection service. 


All items received at par. 
be 
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prepare for it, and if for any reason 
the depositors are unjustifiably alarmed, 
correct information can be broadcast 
either over the radio, by newspaper 
articles or by advertisement and the 
cause removed. 

“From the depositor’s point of view 
such a rule results in no hardship. It is 
not necessary for him to come to the 
bank to give his notice, for it can be 
sent through the mail. Obligations 
which he knows he must meet at a 
given time he can easily provide for.” 

Of course it must be recognized by 
the bank that the depositor also some- 
times has emergencies. But these can 
be met, in spite of the rule. The bank 
can and should “waive the notice upon 
satisfactory proof that a real emergency 
has arisen.” 

Sometimes the withdrawal notice is 
a real advantage to the depositor in 


Approves Home 


much pleased when the Home 
Loan Bank Bill became a law by 
the addition of the President’s signature 


B avch oh and loan circles were 


on July 23. Many of the officials were 
loud in their praise of the measure. 

Morton Bodfish, executive manager 
of the United States Building and Loan 
League, Chicago, called it “one of the 
most important parts of President 
Hoover’s economic reconstruction pro- 
gram,” and pointed out that it will 
not only provide immediate relief for 
the most inclusive group in the coun- 
try—the small home owners—but also 
sets up a permanent system rounding 
out the credit reserves of the country. 

The bill provides for the creation 
of from eight to twelve Federal Home 
Loan banks, with a total capital of 
$105,000,000, all of which is to be 
provided by the Government at first. 
The banks will furnish financial aid 
to home owners through discount of 
home loan mortgages held by various 
types of corporations. 

In other words, it is patterned after 
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restraining him from too hasty spend- 
ing of his money. “Not infrequently 
has it happened that in the two weeks’ 
period he has obtained additional in- 
formation or he has thought better of 
the matter and has abandoned the idea 
of withdrawing the money, thereby pos- 
sibly saving it. . . 

“In my judgment,” concluded Mr. 
Lloyd, “all mutual savings banks would 
be in a very much stronger position 
if they at a proper time and in a 
proper manner adopted and enforced 
as a permanent requirement a rule 
providing for two weeks’ notice for 
the withdrawal of money by their de- 
positors, such rule to be enforced at 
all times with reason, courtesy, patience 
and understanding of the needs and 
requirements of their respective de- 
positors.” 


Loan Bank Bill 


the Federal Reserve System and the 
Federal Farm Loan System. It means, 
says Mr. Bodfish, “that the small home 
owner need no longer fear a drying 
up of mortgage credit at the time when 
he needs it most. The creation of this 
permanent reserve system in the home 
financing field will prevent the recur- 
rence of those periods of long-term 
credit shortage which have been one 
of the disadvantages of home owner’ 
Gs 3 

“The man who has put his life 
savings in his own little home need 
no longer fear that his mortgage can- 
not be renewed merely because the 
liquidity demands of financial organiza- 
tions seem to require it. 

“His mortgage, the best security in 
the world, has become an asset on 
which these institutions can raise cash. 
He can take advantage of present low 
prices to modernize and repair his prop- 
erty and thus employ his neighbor in the 
building trades who has been so long out 
of work. The credit needed for those 
repairs will now be available.” 
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First Wisconsin depositors. These contacts are an important 
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Problems in Bank Credit 


Tue BANKERS MAGAzINE has secured the services of a credit expert to answer the 


inquiries of readers on current problems of the credit manager. 


Questions of general 


interest to credit men and bankers will be answered and only the initials of the persons 
asking the questions will be used. In case the question is not one of particular interest 
to bank credit men as a whole or is one which has been answered before, a reply will 


be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 185 Madison Ave., New York. 


UESTION: We have several in- 

stances where we hold life insur- 
ance having cash surrender value as 
collateral to loans. In some cases the 
cash value does not cover the amount 
of the loan while in others it does. 
In your opinion should we request 
the customer to borrow from the life 
insurance company to pay us or should 
we carry the loans as at present 
against the cash value? C.L. B. 


ANSWER: The procedure for you 
to adopt should, in our opinion, be 
based on several circumstances. We 
would say that the first of these is the 
soundness of the insurance company. 
If there is some question as to its 
goodness, if it is having difficulty in 
meeting demand for policy loans, it 
would be our feeling that you would 
do well to put your application in and 
secure the funds. If there is no doubt 
as to the goodness of the insurance com- 
pany, then the procedure to be followed 
depends entirely upon your own situa- 
tion. How valuable is your customer 
and is it desirable that you carry him? 
How is your own liquid position? Do 
you need loans paid to strengthen your 
cash position or have you more cash 
than you know what to do with? If 
you do not need the money but need 
good investments to produce income, 
it the insurance company is sound and 
you have ‘some reason to carry the 
customer, then there is sufficient incen- 
tive to allow the loan to ride along. 


QUESTION: A local corporation 
manufacturing ice makes the following 
financial statement: 


ASSETS 


Accounts receivable 
Inventory 
Plant 


LIABILITIES 
Notes payable 
Accounts payable 


Capital 


Surplus : 64,696 


$122,485 


The stock has a par value of $100 
per share and we are asked to make 
a loan of $5000 on 100 shares of the 
stock. Do you feel that this is a 
desirable loan? B. W. K. 


ANSWER: You are asked to loan 
$50 per share on this stock which has 
a book value of $229 per share, practi- 
cally all of which is represented by 
plant, which is natural due to the 
line of business. The collateral prob- 
ably ‘has little, if any, market and 
therefore the loan is bound to be of 
a slow type unless the individual ex- 
pects a substantial sum of cash from 
some source in the near future and the 
loan is only to be of a temporary 
nature. Perhaps it is to be repayable 
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BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


ad BANK of AMERICA 


—A California State Bank 


CONDENSED STATEMENT OF CONDITION, JUNE 30, 1932 


Cash _ in 
Federal 


Vault and in 
Reserve Bank 
with Other 
and Bankers... 


Deposits 
Banks 
United States 
Certificates 
edness 
State, 
nicipal 
Other 
ties 


Bonds and 
of Indebt- 


County 
Bonds 


and Mu- 


Bonds and Securi- 


Stock in Federal Reserve 


First Mortgage Loans on 
Real Estate 


Other Loans and 


Bank Premises, Furni- 
ture, Fixtures and Safe 
Deposit Vaults* 


Other Real Estate Owned 


Customers’ Liability on 
Account of Letters of 
Credit, Acceptances 
and Endorsed Bills 


Other Resources 


Total Resources 


‘apital 
Surplus 
Undivided 
Reserves 
Circulation 
Bills Payable 
counts 


and Redis- 


Agreements 
chase U.S. 
Securities 


to Repur- 
Government 
Liability for 
Credit 


Letters of 
and as Accept- 
or, Endorser or Maker 
on Acceptances and 
Foreign Bills 
Commercial.... 


Deposits: _ . 
Savings........ 


Total Liabilities 


TTHIS FIGURE 


REPRESENTS AN 


RESOURCES 


Bank of America 
A California 
State Bank 


Bank of America 
N. 7. & 8. A. 


$ 33,342,562.59 $ 1,482,779.67 


37,404,987.04 2,218,182.12 





151,501,741. 4,768,679.61 


69,051,200. 8,514,572.91 


20,124,459.5 4,986,750.16 





2,700,000. None 


217,718,386. 15,983,574.44 


266,829,965.553 10,657,189.45 





42,183,505. 


3,376,293. None 


9,600,891. 
9,740,756. 


863,574,750. 2 


3,655.00 
18,981.97 





.93 
LIABILITIES 


50,000,000. 
40,000,000. 
5,872,014. 
820,044. 


00 $ 
00 
95 


21 


4,000,000.00 
1,750,000.00 
387,033.74 
363,423.41 





5,000,000.00 
050,346.02 


None 


None 


7,591,250. None 


9,710,249. 
161,550,887. 
504,979,985 


863,574,750.27 


3,655.00 
9,890,266.99 
34,482,754.79 


50,877,133.93 


INCREASE OF $51,600,000.00 sINCE MARCH 


COMBINED 


258,947,404. 


2,700,000. 


511,189,115. 


44,426,274. 
3,376,293. 5 


9,604,546.35 
9,759,738.11 


— 


914,451,884.2 


$113,192,516.31 
15,000,000.00 
58,050,346.02 


591, 


9,713,904.70 


710,903,867.17F 


914,451,884.20 


12, 1932 


This statement includes the figures of the London, England, office 
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from his earnings and, if so, the 
stability of these and the amount which 
he can apply systematically to reduce 
the loan must be given proper con- 
sideration. You should give a great 
deal of consideration to his personal 
finances, what other assets and debts 
he has and his earning power over a 
period, if there is some impelling reason 
as to why you should make such a 
loan. It is easy enough in these times 
to get loans on collateral of that char- 
acter and you must consider how much 
you already have tied up in loans of 
a similar sort and whether you can 
afford a policy of continuing to make 
such loans. It is impossible to judge 
the merit of the stock from a single 
balance sheet. There is a large surplus, 
which may represent accrued earnings 
over a reasonable period but, on the 
other hand, it could represent a plant 
revaluation. While there is every evi- 


dence of a moderate debt and assets 
at stated values of ample amount to 
cover debts and leave something over 


for stockholders, the most essential 
factor is earning power over a reason- 
able period. If the company is a 
consistent money maker, if its competi- 
tion is on a fair basis, the plant has 
some value. However, if it can’t earn 
then its plant is of questionable value, 
for no one wants to buy a liability. 
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The company probably has some de- 
creasing demand due to growth of 
electrical refrigeration. To get any 
fair idea of the stock you should have 
balance sheets and operating figures 
over a period of possibly five years 
and carefully observe trends and then 
weigh future prospects based on local 
conditions, which you know best. The 
most important thing is whether you 
can afford to take loans of this char- 
acter, that is, whether with the public 
in a highly nervous condition and likely 
to call upon you at any time, you can 
freeze up more deposits. 


QUESTION: We have just re- 
ceived the June 30, 1930, statement of 
a’ company and it shows a loss for 
the year of about $20,000. About 
$7000 of this is depreciation. In our 
opinion it would be better if they took 
less depreciation and conserved their 
working capital. What is your opinion? 

W.B.S. 

ANSWER: We feel that you have 
made an error in making your inquiry. 
Depreciation merely represents a book- 
keeping entry by which a portion of 
surplus is set aside in a form of reserve. 
It represents no payment and working 
capital is not affected by the amount 
of surplus which is set aside for de- 
preciation. 











No one can ring a gong when the 
bottom is reached, as the bottom for all 
things is not reached at the same time. 
However, the recent improvement in 
commodity prices is leading to the 
hope that the turn has come in some 
directions. 

a 
In the West, the rise in hog and cattle 
prices is fostering increased confidence, 
and holds promise of renewed purchas- 
ing power among the farmers this Fall. 
eS 


With the Home Loan Banks will 
come a measure of relief for many 
home owners, while the wider use of 
the trade acceptance is aimed at the 
stimulation of credit, and benefiting the 
individual merchant and business man. 


Adjournment of Congress relieves 
business from further tax increases and 
agitation for the balance of the year, 
but leaves us with adequate relief 
measures for the coming Fall and 
Winter. 

® 

The strengthening of bond prices has 
added hundreds of millions of dollars 
to the reserves of financial institutions, 
and bank and business failures are re- 
ported sharply reduced from recent 
levels. This, and other favorable fac- 
tors, are tending to bring new issues 
of securities into the market. 






Helpful Influences 
Are Accumulating 


The accumulation of these, and other helpful influences 
should result in an increased confidence. 


The National Publishers’ Association 


“As the most nearly self-contained nation, we have within 
our own boundaries the elemental factors for recovery.” 


Published in the interests of a better understanding of the fundamental influences at work for national betterment. 


Through the Glass-Steagall Bill the 
powers of the Federal Reserve Board 
have been broadened, and the commit- 
tees of bankers and industrialists in 
the several Reserve districts are at 
work bringing together. worthy projects 
and dependable financing. 

* 

The capital of the Reconstruction 
Finance Corporation has been raised 
to four billion dollars—the largest sum 
ever entrusted to a single government 
agency for peacetime allocation—and 
is a strong influence for financial 
stability. 

8 

At Lausanne, the leading European 
nations have found a larger common 
footing than at any time since the War. 
In Ottawa, the family of British Com- 
monwealths is meeting to consider its 
mutual problems in relation to World 
affairs. These deliberations may pave 
the way for a further and more ef- 
fective meeting of the conference on 
reduced armaments. 

& 

Definite action on the St. Lawrence- 
Seaway project has added confidence 
to other hopeful conditions in the mid- 
west, while throughout the country 
there is a growing conviction that it is 
about time to make needed replace- 
ments, and to buy or build what may 
be needed or wanted in the next few 


months. 
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INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


AUGUST, 1932 


What Should a Banker Do About 


His Investment Bond Account? 


By Epcar HIccIns 


E should first get a report con- 
Hessine all the necessary facts 

about his bank’s bonds. This 
can be made by the bank itself or 
by an outside service or investment 
counsel. Second, he should decide 
upon a definite investment policy for 
the future. To do 


these two apparently 
simple things is not as 
easy as it would ap- 
pear, because today 


bankers are  para- 
lyzed by inertia. All 
investors are dazed 
and doing nothing, 
whereas this is just 
the time when they 
should know where 
they stand and be pre- 
paring for the future. 

The important question today is not, 
“what are my investment book losses?” 
but instead, “will I benefit by my 
mistakes, and how quickly will I make 
up my losses?” The writer believes 
that the right kind of a report and 
a definite investment policy will help 
the banker stage a “comeback.” 

What should the report contain? 

It should contain not only single 
ratings of each bond, but several dif- 
ferent ratings, so that the banker can 
see if there is a difference of opinion 
among authorities. 
number of times interest charges have 
been earned for the last five years; 
these data should be weighed to reveal 
if the earning trends have been up or 
cown. The other usual statistics on 


biased. 


HIS is the first of a series 

of articles on bank invest- 
ments by Mr. Higgins, who is 
a recognized authority. He is 
now a consultant to a number 
of financial institutions and in- 
dividuals and since he neither 
buys nor sells securities his 
views may be accepted as un- 


It should show the, 


market prices, income yield, call prices, 
etc., should be so tabulated as to 
simplify comparison between different 
bonds. 

Many executives are incapable of 
interpreting a situation correctly and 
rendering sound judgment because of 
their inability to or- 
ganize facts properly. 
The lack of formu- 
lated information cre- 
ates uncertainty and, 
consequently, often 
produces unprofitable 
results. The impor- 
tant question to many 
bankers regarding 
their bonds, is, 
whether they are 
working toward a 
lower or a_ higher 
investment position. The answer to 
this question should be obtainable 
through a comparison of reports ' of 
different periods. 

There is a deep-rooted delusion that 
bonds can be neglected after they are 
bought, but it is the persistent element 
of uncertainty which makes imperative 
the exercise of investment judgment. 

At this point I can hear a banker 
say to himself, ““That’s nothing, I have 
always had reports.” But just a mo- 
ment, Mr. Banker, while I ask you a 
question: Just what kind of reports? 
Have you ever gone to the trouble of 
investigating to learn if your reports 
are as good as those which another 
banker used who came through our 
late trouble without a scar? Have 
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UR Facts & Figures (July 
Issue ) contains complete 
first half-year statistics on New 
York City Bank Stocks to- 
gether with pertinent com- 
ments thereon. Also late 
insurance figures. 


Copy MB7 on request 


Horr Rose & TROSTER, 


Members Bank Stock and Unlisted 
Dealers Association of New York 


74 Trinity Place, N. Y. WHitehall 4-3700 
you really dug and dug and exhausted 
all avenues of information to be sure 
you had all essential facts about your 
bonds? There are as many different 
kinds of reports as there are different 
types of bankers. Be sure yours are 
the best. 

It is ironical that many bankers are 
more insistent upon facts when they 
are playing golf than they are about 
their bank’s bond investments. Bankers 
discuss their golf game and say that 
they made the course in 85, whereas 
when talking about their bonds they 
do not know more than to say “our 
bonds are sound”; these are only in- 
definite words, whereas the golf score 
was a definite figure. 

A banker may also assert, “What 
if I did know all about my bonds? 
I can’t do a thing about it; I can’t sell 
them or do any switching, because if 
I did I would have to take actual losses 
and I can’t show a loss on my state- 
ment.” 

This is, of course, only too true 
of many banks. Nevertheless, those 
few vigilant banks who have complete 
facts will be first to take advantage of 
the coming higher bond prices. 

So much for the report. 


THE INVESTMENT POLICY 


Now, what about the 
policy? 

The writer believes not one bank in 
a thousand possesses a definite written 
investment policy and follows it. Of 


investment 


course, the big life insurance companies 
always have had specific written re- 
quirements for their bond purchases, 
but the haphazard manner in which 
the banks have bought their bonds has 
always amazed investment and banking 
students. 

What would be a good investment 
policy? The answer is simple. Josh 
Billings said it years ago: “Don't 
make the same mistake twice,”—profit 
by your mistakes and, if you can, by 
the mistakes of others. 

In a_ recent discussion with the 
writer, a bank president stated that 
although his bank’s investment policies 
suited his institution, perhaps they 
would not meet another bank’s require- 
ments. However, he was at peace with 
himself and his directors, and not 
merely drifting along; he knew just 
where he was going. He explained 
that he and his directors had asked 
themselves: What would be the best 
investment policy for us to follow? 

Their conclusion follows: 


75 per cent. safety (assets). 

10 per cent. income (earnings). 

10 per cent. liquidity or marketability 
5 per cent. profits. 


100 per cent. 


Then they defined safety as— 


1. AAA rating (assets). 

2. Interest earned at least three times 
on the average, for the previous ten 
years (income). 

3. Listed on the New York Stock 
Exchange (marketability). 

4. Total issue 25 million or more 
(marketability). 


They considered profits, keeping in 
mind that the unique characteristics of 
a bond, with its definite price ceiling, 
make the probabilities of losses greater 
than the probabilities of profits; and 
further, that safety and income concern 
what bonds, whereas profits concern 
when to buy and sell them. 

To make all this clearer, consider a 
bond which meets the above require- 
ments of safety, such as Atchison, 





Chase Harris Forbes 
Corporation 


The Chase National Bank Building 
60 Cedar Street, New York 


An investment organization of international 
scope. Offices maintained in the larger 
cities of America and in a number of 
important capitals abroad. In- 
quiries relating to financing or 


investments 


are 


invited. 


‘ 


Chase Harris Forbes Corporation 
Boston 


Chase Harris Forbes, Ltd. 


London 


Chase Harris Forbes & Cie 


Paris 


Harris, Forbes & Company 


Limited 


Montreal 


Topeka and Santa Fe General Mtg. 
4s 1995. This bond should have 
been purchased in 1920 at 70 (5.71 per 
cent. income) and sold in 1928 at 98, 
profit 40 per cent. (4 per cent. an- 
nually). The proceeds should have 
been invested in U. S. Government 
bonds, Treasury certificates or notes 
of two year or less maturities. 

Therefore, it will be seen that this 
banker's policy was, to 


1. Purchase bonds that meet certain 
definite requirements as to safety and 
income. 

2. Buy and sell them at the proper 
time for profits. 

3. Diversify by having not more than 
3 per cent. or 5 per cent. in any one 
issue and no more than 50 per cent 
in any one classification (railroads, 
public utilities, industrials, foreign gov- 
ments), and not in excess of 25 per 
cent. in any one industry (oil, steel, 
copper, food, etc.). 


This policy is not recommended for 
everybody; each bank must consider 


Toronto 


its own needs. It cannot be too forcibly 
emphasized that a definite investment 
policy is an indispensable necessity for 
every banker. A bank without a def- 
inite investment policy may be compared 
with a ship without a rudder. 

Another’ reason for a bank's need 
of a definite policy is indicated in the 
New York Federal Reserve Bank 
report: 

“The large depreciation that a num- 
ber of banks have experienced in their 
bond investments may well lead to a 
scrutiny by banks generally of their 
methods of selecting investments. The 
two greatest difficulties in this direc- 
tion, observable in this district, have 
been the selection of bonds for high 
yield rather than safety, and the too 
great reliance of many bankers upon 
the salesmen of bond _ distributing 
houses whose primary interest lies in 
the sale of new and unseasoned issues. 
The tendency to select bonds too 
largely for high yields is in part a 
logical consequence of a lack of flexi- 
bility of banking institutions in adjust- 
ing their rates of interest paid on 
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SERVICE 
IN THREE 
GREAT 


STATES 


SSOCIATED GAS and 
Electric properties are 
grouped for efficient oper- 
ation. The largest group- 
ings are in New York, Pennsylvania, 
and New Jersey, where the proximity 
of properties to one another results 
in unusual opportunities to effect 
economies. Associated operating 
companies in other states are also 
grouped for efficient management. 
To these advantages there is added 


Ape Wy pill 
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EASTOMY 
y 


the factor of stability ofrevenues from 
service to many industries in varied 
geographical areas. 

The Associated Gas & Electric 
System is one of thefive oldest utility 
groups in the United States. It serves 
1,437,653 customers. 


To invest, or for information, write 


Associated Gas & Electric System 


61 BROADWAY ° 


deposits and their dividend payments 
to changing economic conditions.” 

Bond price cycles always have been 
and always will be. Bond prices are 
low today but it is comforting to 
remember that the Elder Morgan said, 
“It always stops raining.” 


EXPANSION AND CONTRACTION 


Expansion follows contraction, and 
conversely, contraction follows expan- 
sion, with clock-like regularity. In pre- 
ceding years the United States has passed 
through many severe readjustments in 
business—readjustments which in every 
instance raised doubts as to the nation’s 
ability to recover. In every instance 
these doubts have vanished, as_ will 
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° NEW YORK 


those of the present distressful period. 
The following quotation from the edi- 
torial columns of the London Times for 
May 14, 1866, describes the experiences 
of the British people in this respect: 

“About once in 10 years the British 
public finds itself worth several hundred 
millions less than it had supposed. Its 
estimate of its wealth had gradually 
arisen to a climax too extravagant to 
last long, and then toppled over. At 
every such disappointment people make 
the reflection that they are at least the 
wiser for it, that they will not be 
taken in a second time, or, perhaps, 
that they will avail themselves of the 
next general inflation and back out in 
time. Nevertheless, the next fit comes 
on them like the rest, and they go 
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Established 1837 


ADRIAN H. MULLER & SON 


81 WILLIAM STREET, NEW YORK 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


through all the stages of the disease 
with pathological accuracy. Some, of 
course, are wiser, not better; for, they 
have suffered persecution, but not 
learned mercy. The multitudes are 
fleeced and plucked as they were 10 
years ago, and 20 years ago, and 30 
years ago, and 40 years ago. We may 
even go one, and say 50 years, and, 
as it happens, 150 years ago, minus 
a year or two, when the South Sea 
Bubble burst. How is it, then, that 
people don’t learn by experience? The 
answer is to be found in the indi- 


viduality and peculiar circumstances of 
these successive delusions. Each one 
has such distinct characteristics that it 
cannot be identified with its predeces- 
sors, and can safely disclaim all ac- 
quaintance with them. Every delusion 
is monstrous when it is found out, but 
till then, a marvelous discovery.” 

Mr. Banker, don’t have any delusions 
about your investments. Learn their 
best and worst points without delay, 
then formulate a policy. The past is 
past. How you handle your invest- 
ment bond account in the future is 
one of your greatest responsibilities. 


A Bank on Wheels 


F Parnassus could be put on wheels 

(as it was once in one of Christopher 

Morley’s books), why couldn’t Wall 
Street? If a traveling library is suc- 
cessful, why not a traveling bank? 
These were the questions which probably 
occurred a few months ago to the 
leading spirit in the Iona National 
Bank, Iona, Mich. 

Bank failures had deprived a number 
of the smaller communities in that 
neighborhood of any banking facilities. 
This was naturally an occasion for 
regret, but it was also a real opportu- 
nity for the Iona National. It left 
a lot of good business to be had by 


the surviving bank. 


Branch banking, while permitted in 
Michigan, is not particularly encour- 
aged. So the Iona National decided 
that it would be preferable, as well 
as less expensive, to establish a mov- 
able branch which would serve several 
towns. 

It bought an armored car, equipped 
it with machine guns and a teller’s 
counter, and set out to get what bank- 
ing business there was in the towns 
of Belding, Orleans, Muir, Lyons, and 
Clarksville. It offered to receive de- 
posits, cash checks, and make loans. 

The experiment has not been tried 
long enough for a conclusive report as 
to its success. But it certainly does 
seem to promise well. 





What They Say 


INTELLIGENCE OR CHANCE 


“The great problem which our 
civilization must solve is to find methods 
by which intelligence may be substi- 
tuted for chance in working out both 
current questions and our relation to 
future developments.”"—Wéallace Brett 
Donham, dean Graduate School of 
Business Administration, Harvard Uni- 
versity. 


THE CRIME OF CURRENCY 
MANIPULATION 


“As soon as we announce or suggest 
a pelicy of raising commodity prices 
we are told we are trying to create 
prosperity by currency manipulation. 
When they use that phrase we are 
supposed to feel as guilty as if we 
had been caught coming out of a 
hen-roost we had robbed. But cur- 
rency manipulation is no crime. It is 
carried on every day by the Bank of 
England.”—Sir Robert Horne, former 
Chancellor of the Exchequer. 


BALANCE SHEETS VS. VOTES 


“There are important differences be- 
tween the political mind and the busi- 


and financial mind. There are 
important differences between the men 
who think in terms of balance sheets 
and profit and loss accounts on the 
ene hand, and those who think in terms 
of votes and majorities in elections on 
the other hand. When these groups 
are wide apart, each finds it very easy 
to ignore the problems and difficulties 
of the other. It is easy for the poli- 
tician to seek votes by a propocal that 
would make chaos in the balance sheets 
of businesses, and it is easy for the 
business or banking mind to make de- 
mands for legislation which would 
wreck the public man who proposed it.” 
—Dr. Benjamin M. Anderson, Ir., 
economist Chase National Bank of New 
York. 
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ness 


THIS YEAR 


“Two years ago we were trying to 
jolly ourselves up with Pollyanna plati- 
tudes. Last year we became realistic 
and faced the facts. This year we are 
still realistic with no false hopes nor 
wild fancies, but with a new and solid 
courage. There are real indications of 
a better prospect for the future.”— 
Chester Rowell. 


A SUBSTITUTE FOR DEPOSIT 
GUARANTY 


“If we are to continue to run our 
own business, we must offer an ade- 
quate substitute for the age-old cry 
for deposit guaranty. It is not enough 
for us to point out that the record 
of banking compares not unfavorably 
with other businesses in the way of 
failures during this depression; that, 
after all, only a small percentage of 
the total bank deposits of the nation 
were involved in closed institutions. 
That is not enough. The public is 
demanding, not that few banks shall 
fail, but that no banks shall fail. If 
we are to escape Federal control on 
the one hand, or deposit guaranty laws 
on the other, we must evolve a system 
which offers an adequate substitute— 
a substitute which achieves the end 
which is demanded—safety for de- 
positors as absolute as is humanly 
possible. I submit to you that the 
extension of the clearing-houze principle 
is the answer..—W. A. McConnell, 
vice-president Bankers Trust Company, 
Little Rock, Ark. 


NEEDED 


“What is needed now is a new spirit 
of performance in the banking profes 
sion, and a willingness on the part of 
the surviving strength of the banking 
profession of America to set up and 
rigidly follow the standards of scien’ 
tific bank management.”—C. A. Chap- 
man, president First National Bank, 
Rochester, Minn. 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 


Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


PAYING INTEREST ON DAILY 
BALANCES 


Elston, Prince & McDade, Inc., v. 
First State Bank of Plain Dealing, 
Court of Appeal of Louisiana, 

140 So. Rep. 510 


r [ss president of a bank has no 
authority, by virtue of his office, to 
agree to pay interest on a de- 

positor’s daily balances. Such an agree- 

ment must be authorized by the board of 
directors. 

In this case the plaintiff corporation 
brought an action to recover interest 
at the rate of 4 per cent. per annum 
on its daily balances, subject to check, 
in the defendant bank, for the period 
from January 1, 1924, to April 30, 
1931, alleging that the president of 
the bank had agreed to pay such inter- 
est. The amount sued for was $508.94. 


OPINION OF THE COURT IN PART 


Plaintiff's counsel in brief filed quotes 
from Act No. 193 of 1910, § 7, to 
the point that banks have the right to 
receive deposits and pay interest there- 
on, as follows: “That any State bank- 
ing association, savings bank or trust 
company receiving funds as deposits 
and contracting and agreeing to pay 
5 per cent. or more per annum 
interest therefor shall class the same as 
borrowed money and certificates shall 
be issued therefor.” 

We do not understand the act tc 
mean that banks are permitted to enter 
into such contracts orally. On the 
contrary, it provides that certificates 
shall be issued to the depositor, which 
necessarily implies a written contract. 
The same section of that act continues: 


“All such deposits shall be carried on 
the books of the bank receiving the 
same as ‘certificates of deposit for bor- 
rowed money’.” 

The fact that no mention is made 
in the act as to whether banks are 
empowered to pay interest on deposits 
at a less rate than 5 per cent. per 
annum, and how such deposits shall 
be characterized, does not, as we take 
it, mean that, if and when a lesser 
rate is to be paid, it can be done orally 
and without a contract expressed in 
writing. Act No. 100 of 1904 pro- 
vides: “That all banks duly and 
legally organized under the laws of 
the State may issue interest-bearing 
time certificates to depositors.” This 
act no doubt contemplates giving banks 
authority to accept deposits at a less 
rate of interest than 5 per cent. But 
it will be noted that evidence of such 
payment of interest is to be in writing, 
to wit: “Interest-bearing time certifi- 
cates.” This class of business is ap- 
parently differentiated from the former, 
in that the former is to be carried as 
loans upon the bank’s books whereas 
the latter is carried as “interest-bearing 
time certificates.” In both cases, written 
interest-bearing certificates are provided 
for in the statute, which clearly indi- 
cates that evidence of the contract to 
pay interest shall be in writing. 

Plaintiff's counsel, arguing to the 
point that the transaction had with 
defendant constituted a loan, quotes 
from defendant’s charter wherein it 
recites that it shall have the right 
“to exercise all incidental powers neces- 
sary to carry on its business,” which 
language counsel interprets to mean 
power “to borrow money and pay 
interest therefor.” This is true, but 
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CITIZENS 


NATIONAL TRUST & SAVINGS BANK 
of LOS ANGELES 


Statement of Condition 


at close of business, June 30, 1932 


RESOURCES 

Loans and Discounts. ~ + 6 « « . $63,647,738.60 
Federal Reserve Bank Stock er ‘ 420,000.00 
Stock in Commercial Fireproof Building Co. — 

Head Office Building . . . . ' 383,825.00 
Bank Premises, Furniture and Fixtures, and 

Safe Deposit Vaults (including Branches) . 1,578,864.92 
Customers’ Liability under Letters of Credit 

and Acceptances. . .  1,284,489.62 
Redemption Fund with U. S. ‘Ties . eh 37,500.00 
Other Resources . . a 1,084,013.18 
CASH AND EXCHANGE . " $20,765,977.07 
U.S. Govt. Bonps and 

TREASURY CERTIFICATES 8,520,544.78 
County, MuNICcIPAL 

and OTHER Bonps’ ._——11,785,032.37 41,071,554.22 


TOTAL ...2«+-+s2-+s » S300907905.54 


eo ct ct er" OL" OOP CU 


LIABILITIES 


Capital Stock . . . . 2... e «© «© « « $5,000,000.00 
Surplus .. LD. we ew ew we oe s)|6ROOCRR 
Undivided Profits af! a ae 1,908,130.01 
Dividend Payable July 1, "1932. a a a Te 187,500.00 
Reserved for Taxes, Interest, ee 192,925.94 
Discount Collected —Unearned Pe we 35,995.33 
Circulation . . a 750,000.00 
Letters of Credit and Liability as Acceptor or 

Endorser on Acceptances and Foreign Bills . —_1,543,978.86 
eer Paes kc ct lt ee 33,521.11 
nt. «+ 6 6 4 ee 8% 90,855,934.29 
a. a ig Soe oe a we ae a $109,507,985.54 


The CITIZENS BANK has for more than forty-one years been a 
conservatively operated institution, serving the Los Angeles area, 
affording correspondents prompt and thorough co-operation. 
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that does not mean that a bank or 
its officers can contract orally to pay 
interest on borrowed money, nor that 
it can be done without a resolution of 
the board of directors authorizing same, 
spread upon the minute book of the 
bank. 

Counsel would have the court take 
the view that Dr. Prince, as president 
of defendant bank, was authorized by 
virtue of his office to borrow money 
and contract to pay interest for same 
or accept deposits and bind the bank 
by oral contract to pay interest on 
daily balances, just as in his judgment 
he deemed proper. Such _ interpreta- 
tion cannot, we think, be placed upon 
the statutes governing the business of 
banking. 

In Carter v. Brock, 162 La. 20, 
110 So. 71, 74, the court, in discussing 
the provisions of Act No. 193 of 1910, 
and the amendments thereto, said: 
“The statute does not prohibit an officer 
of a bank from borrowing money for 
it . . . but the prohibition relates only 
to the officer's doing so without a 
proper resolution of the board of direc- 
tors, entered upon the minutes.” 

Regardless of whether the act of 
Dr. Prince, in accepting plaintiff's de- 
posits and agreeing to pay interest on 
daily balances, can be termed a loan 
to the bank or not, he had no author- 
ity to so bind the bank without being 
specially authorized by resolution of 
the board of directors to do so. It is 
admitted that no such resolution was 
ever passed, 


RIGHTS OF HOLDER OF 
CASHIER’S CHECK 


State ex rel. Sorensen, Atty. Gen., v. 


Farmers’ & Merchants’ Bank of 
Weston, Supreme Court of 
Nebraska, 243 N. W. 

Rep. 87 


The holder of a cashier's check, 
issued by a bank, is not a preferred 
creditor and, as such, entitled to pay- 
ment ahead of depositors or other 
creditors, upon the failure of the bank. 


SYLLABUS BY THE COURT 


1. A check on a bank does not oper- 
ate as an assignment of funds therein 
to the amount of the check, a former 
rule to the contrary having been 
changed by statute. Comp. St. 1929, 
§ 62-1606. 

2. By purchasing a cashier's check, 
bank draft or certified check, the pur- 
chaser usually becomes a creditor of 
the bank and the holder of exchange, 
and not the beneficiary of a trust, in 
absence of special circumstances creating 
the relation of trustee and beneficiary. 

3. Holder of a cashier's check on a 
bank which went into the hands of a 
receiver and never paid the check, held 
not entitled, as claimant for a trust 
fund, to payment in full from bank 
assets in the hands of the receiver in 
preference to depositors. 

Proceeding by the State, on the rela- 
tion of C. A. Sorensen, Attorney Gen- 
eral, against the Farmers’ & Merchants’ 
Bank of Weston, E. H. Luikart, re- 
ceiver, wherein the First National Bank 
of Wahoo intervened and presented 
a petition for the recovery of an alleged 
trust fund in preference to claims of 
depositors and other creditors. From 
a judgment in favor of the intervener, 
the receiver appeals. 

Reversed, and cause 
accordance with opinion. 


remanded in 


OPINION OF THE COURT 


ROSE, J.—In a proceeding in the 
district court for Saunders County to 
wind up the affairs of the Farmers & 
Merchants Bank of Weston, an _ in- 
solvent banking corporation, the First 
National Bank of Wahoo as claimant 
and intervener presented a petition for 
the recovery of a trust fund of $100 
payable in full out of bank assets in 
the hands of the receiver, in preference 
to claims of depositors and other 
creditors. The receiver had previously 
rejected the trust-fund theory of inter- 
vener, but had ranked and allowed its 
claim in the class with preferred de- 
positors and holders of exchange. The 
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claim arose in the following manner: 
April 14, 1930, A. H. Thege went 
into the Farmers & Merchants Bank 
of Weston, and, though not a de- 
positor, legally turned over to it the 
equivalent of $100 in money and re- 
ceived therefor a cashier's check on 
that bank for $100. April 15, 1930, 
he presented the cashier’s check to the 
First National Bank of Wahoo, now 
claimant and intervener and received 
therefor $100. The Farmers & Mer- 
chants Bank of Weston went into the 
hands of the receiver and never paid 
the cashier’s check. The plea of inter- 
vener is that the $100 represented by 
the cashier's check went into the 
Farmers & Merchants Bank, was never 
withdrawn, is now in the hands of 
the receiver and belongs to intervener 
in the form of a trust fund. This posi- 
tion is assailed by an answer to the 
effect that Thege bought a cashier's 
check having in law for commercial 
purposes the status of a draft or certi- 
fied check, that the holder of the paper 
is a holder of exchange within the 
meaning of the law, and that the title 
to the $100 paid by Thege passed to 
the bank receiving the payment and 
is now an asset thereof. On the issues 
thus raised the litigants went to trial. 
The district court ruled in favor of 
intervener, declared a trust in its favor 
and ordered the receiver to pay claim 
in full. The receiver appealed. 

The essential facts are not in dispute. 
There are now precedents for the fol- 
lowing rules: A check on a bank does 
not operate as an assignment of funds 
therein to the amount of the check, a 
former rule to the contrary having 
been changed by statute. Comp. St. 
1929, § 62-1606; State v. State Bank of 
Belvidere, 122 Neb. 797, 241 N. W. 
755. By purchasing a cashier’s check, 
bank draft or certified check, the pur- 
chaser usually becomes a creditor of 
the bank and the holder of exchange, 
and not the beneficiary of a trust, in 
absence of special circumstances creating 
the relation of trustee and beneficiary. 
State v. State Bank of Belvidere, 122 
Neb. 797, 241 N. W. 755; State v. 
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First State Bank of Alliance (Neb) 
241 N. W. 783. These rules, when 
applied to the undisputed facts, require 
a finding that intervener did not make 
a case entitling it to payment in fu! 
on the basis of a trust fund in the 
hands of a receiver. Intervener’s cla: 
was properly classified by the receiver 
The judgment of the district court 
reversed and the cause remanded for 
decree conforming to this opinion. 


Reversed. 


RIGHT TO STOP PAYMENT O’ 
CHECK DEPOSITED IN 
INSOLVENT BANK 


South Carolina State Bank v. Sant 
Mills, Supreme Court of South 
Carolina, 164 S. E. Rep. 1 


The defendent corporation kept a 
inactive account in a South Carolin 
bank for pay-roll purposes. Its practice 
was to draw each week the amour 
needed for its pay-roll and give the 
South Carolina bank a check for tha 
amount on a New York bank. On one 
occasion the defendant gave its check for 
the amount of its pay-roll and withdrev 
the amount. The bank failed the nex 
day and the defendant stopped payment 
on the check. The receiver of the failed 
bank brought this action to recover the 
amount of the check. It was held that 
the defendant was entitled to set off the 
deposit balance ($2000) against its 
liability on the check and to prorate 
with the other depositors as to the 
balance. 


Action by the South Carolina Stat: 
Bank, as receiver of the Bamberg Bank- 
ing Company, against the Santee Mills 
From an adverse judgment, plaintiff 
appeals. 

Affirmed. 


OPINION OF THE COURT 


The decree of Judge Townsend, in 
the lower court, is as follows: 

It is alleged in the fourth to seventh 
paragraphs of the complaint: 
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4. That the defendant, Santee Mills, 
for some time prior to and after the 
time of the failure and closing of 
Bamberg Banking Company, kept an 
inactive deposit account with the Bam- 
berg Banking Company in the sum 

$2,000, which amount was on de- 
sit with the Bamberg Banking Com- 

pany to the credit of the Santee Mills 

1 the 15th day of January, 1931, the 
iy of the closing of the Bamberg 
inking Company, which said balance 
.e plaintiff is informed and _ believes 
as maintained by the Santee Mills as 
mpensation to the Bamberg Banking 
ompany for accommodating the Santee 
Mills each week by furnishing it with 
inds to meet its pay-rolls, which pay- 

rolls would be supplied by Bamberg 
Banking Company against the check of 
antee Mills drawn on the Chase Na- 
tional Bank of New York. 

5. That on the 14th day of January, 
931 the day before the Bamberg Bank- 
ig Company closed, the defendant, 
Santee Mills, drew its pay-roll of 
$1,215.45 from the Bamberg Banking 
Company in cash, for which the Santee 
Mills gave its check on the Chase 
National Bank of New York for said 
imount of $1,215.45, and that this 
heck did not pass through and was 
never credited to the account of the 
Santee Mills on the books of the 
Bamberg Banking Company, and was 
in fact never paid. 

6. That this plaintiff is informed and 
believes that Santee Mills after learning 
of the closing of the Bamberg Banking 
Company on January 15, 1931, tele 
vraphed to the Chase National Bank 
of New York an order to stop payment 
of its check, and the Chase National 
Bank of New York accordingly declined 
payment and returned the check un- 
paid to the Bamberg Banking Com- 
pany, and the amount of said check 
has never been paid or made good to 
the said Bamberg Banking Company 
or to its receiver by any one in any 
form. 

7. That the plaintiff has made de- 
mand upcen the Santee Mills for the 


Brillat-Savarin or some 
one of these de gustibus 
boys once said that in or- 
der to get the best flavor 
out of a cup of coffee you 
should put the cream in 
first. You can do as you 
darn please here. We've 
seen to the flavor ourselves. 


POLO 


Bob Sherwood 
and His 


Anniversary 


Roserr E. Suerwoop, the author of 
several plays, including such hits as 
“The Road to Rome,” “The Queen’s 
Husband” and “Keunion in Vienna,” 
first met his wife, the attractive Mary 
Brandon, at The Algonquin. Not so 
terribly long after that first meeting 
they found themselves (not by chance 
this time) at supper at The Algon- 
quin. The conversation on this occa- 
sion was extremely private for when 
they arose from supper Mary Bran- 
don had promised to become Mrs. 
Robert E. Sherwood, which she sub- 
sequently did. One year later the 
Sherwoods paid a romantic supper 
pilgrimage to that very table. As 
they sat there chatting reminiscently, 
Rex Beach happened in and came 
Hello. Somehow or other 
the Sherwoods confided in Rex Beach 
just why they were sitting at that 
table on that date at that hour. To 
their surprise, Rex was keenly amused 
at the news. Before the Sherwoods 
had time to ask Rex what made that 
so darned funny, he explained that 
it was at the self-same table that he 
and Mrs. Beach had signed up for 
the duration a dozen years earlier. 


over to say 


OLO ND 


P. S. When you take a 
room at The Algonquin it 
is not like living at home. 
Gosh no! You get comfort, 
service and none of the 
restrictions of home life. 

The Algonquin is situ- 
ated at 59 West 44th St., 
midway between 5th Ave. 
and Times Square. 
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payment of said check of $1,215.45, 
but the defendant has refused to pay, 
alleging that it should be allowed to 
set off its deposit of $2000 as a set-off 
against the said check of $1,215.45 for 
which it received full value in cash 
from the Bamberg Banking Company 
on the eve of its closing. 

The defendant claims that its deposit 
in the Bamberg Banking Company was 
on open account subject to check, and 
further “Further answering 
the complaint and by way of set-off 
the defendant alleges that at the time 
said check was drawn and at the 
time said check was cashed the said 
Bamberg Banking Company was then 
insolvent, unknown to the defendant, 
and was at such times and still is 
indebted to the defendant in the sum 
of two thousand ($2000.00) dollars, and 
defendant further alleges that in any 
event it is entitled to set-off the said 
sum of one thousand two hundred 
fifteen and 45/100 ($1215.45) dollars 
against its deposit of two thousand 
($2000.00) dollars now standing to 
its credit with the said Banking Com- 
pany, and is entitled to share equally 
with other unsecured depositors in the 
distribution of the assets of Bamberg 
Banking Company to the extent of 
the balance due it, to wit: the sum 
of seven hundred eighty-four and 
53/100 ($784.55) dollars.” 

The facts quoted from the complaint 
and answer were admitted at the hear- 
ing before me. 

From the facts, I conclude that on 
the 15th day of January, 1931, when 
the Bamberg Banking Company closed 
because of its insolvency, the defendant 
was primarily liable to the bank as 
drawer of the check for $1,215.45, 
the payment of which was stopped 
on order of the defendant to the 


alleges: 


drawee before presentation or payment. 
The debt evidenced by that check was 
the debt of defendant to the Bamberg 


Banking Company, when the latter 
closed. National Bank of Chester v. 
Gunhouse & Co., 17 S. C. 496; Civ. 
Code 1922, § 3840. On discovering 
the insolvency of the Bamberg Banking 


THE BANKERS MAGAZINE 


Company, payee, the defendant, drawer, 
had the right to direct the draw 
bank to stop payment of the check, in 
order that the amount of deposit du 
defendant, drawer, by the Bambe: 
Banking Company at time of insolvenc 
might be offset in equity against d 
fendants’ liability as drawer of tl 
check in question; and the rights of tl 
parties adjusted in accordance with th 
status of the mutual debtors existin 
the day the Bamberg Banking Con 
pany closed. Carwile v. Metropolita 
Life Insurance Company, 136 8. ( 
139: 140. 1348. E. 275: Id... 136 S$. ¢ 
pages 197 to 199, 134 S. E. 285. Sec 
also, Falconer v. Porve, Bailey, Ec 
156; Scott v. Armstrong, 146 U. S. 499 
13 S. Ct. 148, 36 L. Ed. 1059, an 
Yardley v. Philler, 167 U. S. 344, 17 
>. Ce. 835, 42 EL. Edi 192. 

It is, therefore, ordered, adjudged 
and decreed that the complaint be dis 
missed, with leave to defendant t 
share equally with other unsecured ck 
positors in the distribution of th 
assets of the Bamberg Banking Com 
pany to the extent of the balance du 
it, after offset of the amount of plain 
tiffs deposit against defendant’s liability 
to the bank on said check, to wit, the 
sum of $784.55. 

BLEASE, C. J. of his 
honor, Circuit Judge Townsend, ap 
pealed from, sufficiently states the facts 
of the and, in our opinion, 
correctly disposed of the legal issues 
made. It will be reported and is 
affirmed. 





cause, 


NO INTEREST ON CLAIMS 
AGAINST FAILED BANK 


Taylor, Bank Commissioner, v. Corning 
Bank & Trust Co., Supreme Court 
of Arkansas, 48 S. W. 

Rep. (2d) 1102 


Upon the closing of a bank, unless 
there is sufficient money on hand to pay 
all of the depositors, both general and 
preferred, no interest can be allowed on 
any deposit, even those which are en- 
titled to a preference in payment. Every 
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general depositor has the same right as a 
depositor holding a preferred claim, ex- 
cept the right to be paid first. 


Action by the Corning Bank & Trust 
Company against Walter E. Taylor, 
Bank Commissioner, in charge of the 
American Exchange Trust Company. 
the d defendant appeals. 
Reversed and rendered. 


From 


OPINION OF THE COURT 


MEHAFFY, J.—This is the second 
ppeal in this case. The decision on first 
ppeal is in 183 Ark. 757, 38 S. W. 
2d) 557, where the facts are stated. 
The only question in this case now is 
vhether interest should be paid on a 
xrior or preferred claim againct an in- 
olvent banking institution. 

Appellee cites and relies on section 
7360, Crawford & Moses’ Dig. That 


section provides for allowing interest on 
judgments from the day of signing the 
It, however, has no applica- 


judgment. 
tion here. 

The claim is against the bank commis- 
sioner in charge of the American Ex- 
change Trust Company, a banking in- 
stitution hopelessly insolvent. While 
this claim is a prior or preferred claim, 
every other depositor has the same right 
as a depositor holding a preferred claim, 
except the right to be paid first; but un- 
less the banking institution or commis- 
sioner has sufhcient funds to pay all the 
depositors, no interest can be paid on 
any claim. 

Appellee also cites and relies on 
Arkansas Southern Ry. Co. v. German 
Nat. Bank, 85 Ark. 136, 107 S. W. 
668, but the court in that case was not 
dealing with an insolvent banking in- 
stitution, and, under our statute, judg- 
ments draw interest after the signing of 
the judgment; but the above case does 
not hold that interest may be allowed in 
a case like this. 

Appellee next calls attention to 3: 

J. 213, §79, and 33 C. J. 215, § 82. 
These sections simply state the law to 
that judgments bear interest; and, as a 
general rule, this is true. 


Appellee next refers to Bank of Roxie 
v. Lampton, 104 Miss. 427, 61 So. 452, 
453, 650. That case was tried on an 
agreed statement of facts, and the court 
said: “It is manifest from the agreed 
statement of facts that the appellant was 
wholly without fault in the matter, and 
that the Pike County Bank © Trust 
Company was simply the victim of Cas- 
ton’s fraudulent conduct.” 

The court in that case allowed inter- 
est. Caston was acting president of the 
Bank of Roxie and acting cashier of the 
Pike County Bank © Trust Company, 
and committed the frauds mentioned in 
but the facts in that case are 
different from the facts in the case at 
bar. 

The general rule is that, unless there 
ire sufficient funds to pay all the de- 
positors, no depositor is entitled to in- 
terest on his claim. Sickles v. Herold, 
149 N. Y. 332, 43 N. E. 852; Clark 
Sparks & Sons Mule © Horse Co. v. 
Americus Nat. Bank (D. C.) 230 F. 
738: Shaw, Banking Com’r v. McCord 
(Tex. Civ. App.) 18 S. W. (2d) 200; 
Ex parte Hernlen (State ex rel. Fant v. 
Browne), 156 S. C. 181, 153 S. E. 133, 
69 A. L. R. 443; People v. American 
Loan & Trust Co., 172 N. Y. 371, 65 
N. E. 200. 

In the case of People v. American 
Loan & Trust Co., supra, Vann, J., in 
delivering the opinion of the court, said: 
“If the assets are sufficient to pay all, 
ncluding interest, it must be paid, for, 
as against the corporation itself, interest 
thould be allowed before the return of 
any surplus to the stockholders.” It may 
be admitted that these remarks were un- 
necessary to the disposition of the case 
then under consideration, but the rule 
thus asserted appears to us to be so 
eminently just and so well supported by 
other authority that we now have no 
hesitancy in adopting it as the rule that 
should be adhered to in disposing of 
questions of this character. It is not 
only in accord with the views expressed 
in the case of Sickles v. Herold, supra, 
but those expressed in National Bank of 
Commonwealth v. Mechanics’ Nat. 
Bank, 94 U. S$. 437, 24 L. Ed. 176: 


the case; 
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Richmond v. Irons, 121 U. S. 64, 7 S. 
Ct. 788, 30 L. Ed. 864; Mahoney v. 
Bernhard, 45 App. Div. 499, 63 N. Y. 
S. 642; Wheeler v. Millar, 90 N. Y. 
353. See Eastman v. Farmers’ State 
Bank of Olivia, 175 Minn. 336, 221 N. 
W. 236; Leach, Supt. of Banking v. 
Sanborn State Bank of Sanborn, 210 


Iowa 613, 231 N. W. 497, 69 A. L. R 
1206. 

A depositor in a bank which has b 
come insolvent is not entitled to interest 
on his claim unless the assets are suf 
cient to pay all the depositors. 

The decree of the chancery court ‘s 
reversed, and the cause dismissed. 


Bank Stocks Higher in June 


AFTER recovering 20 per cent. in three days 
from the May 31 bear market low, New York 
City bank stocks turned downward the second 
week in June, Hoit, Rose & Troster of New 
York report in their monthly compilation. 
According to the firm’s weighted averages, 
seventeen stocks closed June 30 at 33.57, 


compared with May 31 bear market low 

31.34 and June 4 month's high of 38.5 
Despite the declining trend, several stocl 
showed improvement in price for the mont 
First National Bank showed a net gain of § 
points and Bankers Trust Company and Cor 
Exchange Bank Trust Company also close 
higher. 


BANK STOCK RANGE FOR JUNE, 1932 


Bankers 
Brooklyn Trust 
Central Hanover 
Chase 
Continental 
Chemical 

City 
Commercial 
Corn Exchange 
Empire 

First National 
Guaranty 
Irving 


Weighted 


average 


RANGE 
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9, 


MNS actere s 8S March 


June 1 


Low High Close 
June 4 June 30 
344 414 403 


120 135 104 


9 91 87 
20 248 19 
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243 303 25 
98 105 84 
36 453 403 
14 15 33 


800 940 850 
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143 18 
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163 203 
53 61 
53 


153 183 
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a) 
3) 
wa 
~I 
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| et 31.34 
63.39 





English and Scotch Banking 


{From the Trade and Engineering Supplement of the London Times} 


N the last twelve months English 
banks have come through one of 
the most difficult periods ever ex- 
perienced. When their business was 
lready suffering from an international 
rade collapse of unprecedented severity 
1ey were faced with the violent shock 

» credit caused by the Austrian and 
rerman banking crises and their sequel 

namely, this country’s enforced de- 
arture from the gold © standard. 
Through this period of exceptional 
tress they have sustained to the full 
he high reputation which English 
ankers have earned for safe and con- 
ervative banking. 

As a generalization it may be ob 
erved that the English banks always 
idopted a very conservative attitude 
o the great increase in their earning 


ower which took place during and 


mmediately after the war. They real- 
zed that the ability to earn such large 
profits was a temporary phase, and 
wisely refrained from distributing them 
in the form of increased dividends or 
capital bonuses; as a consequence they 
were able to place exceptionally large 
amounts to r At the time their 
shareholders were probably less appre- 
ciative of this self-denying ordinance 
than they are now, for there is only 
too much evidence that if there had 
been a wider recognition among in 
dustrial enterprises of the transient 
nature of that era of war-bloated 
profits the casualty lists resulting from 
the deep depression that subsequently 
overwhelmed international trade would 
have been lighter. 


Inner Reserves 


It has been estimated that when the 
depression set in toward the close of 
1929 the inner reserves of the English 
banks were probably about equal to 
the combined total of their published 
reserves and paid-up capital. Thus the 


banks were enabled to provide for the 
unusually large bad debts of 1931 
and also for the heavy depreciation on 
their large investment holdings with 
comparative ease, most of them electing 
to draw upon their published reserves 
to meet the investment depreciation. 
The English banks have always been 
accustomed to make generous allowance 
for bad and doubtful debts, and when 
loans placed on the “doubtful” list have 
eventually proved to be good the pro 
vision made for them would not be 
written back to profit and loss, but 
would be added to the free 
reserves. Another source from which 
free inner reserves have been 
built up is the frequent appropriation 
of large sums to contingency accounts 
against unforeseen and therefore un 
expected risks. It is also the habit of 
the banks to write down the cost of 
bank premises to a very low figure and 
to repay the cost of the’ rebuilding 
of premises out of profits. Thus although 
premises account may, in the 
of some of the big banks, stand at fairly 
large figures, it should be remembered 
that the members of the “Big Five” 
group possess some of the finest sites 
and buildings not only in London but 
in most of the provincial centers. 


Inner 


these 


case 


Investment Depreciation 


As regards investment depreciation 
the banks follow the practice of writ- 
ing down their investments to or below 
the level of market prices at the date 
of the balance sheet, but not of writing 
them up when prices rise. Moreover, 
profits made on the sale of investments 
are usually placed to an _ investment 
reserve, another of the sources of the 
free internal reserves. The fruits of 
this investment policy are seen in the 
experience of 1931, when British Gov- 
ernment stocks showed a fall of about 
10 per cent. on the year. Together the 
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total investment holdings of the London 
clearing banks are not far short of 
£300,000,000, and on such a total the 
depreciation would have been about 
£30,000,000. But although the total 
sum allocated by the clearing banks to 
investment depreciation for 1931 can 
not be stated—a majority of the banks 
announcing withdrawals from their 
published reserves to meet the deprecia- 
tion, while others withdrew unstated 
sums from inner reserves, or transferred 
a sum from published reserves for mak- 
ing further provision for future con- 
tingencies as well as for writing down 
government securities with a definite 
due date—the available evidence indi- 
cated that the aggregate amount of 
depreciation to be provided by the 
banks was nothing like so large as 
£30,000,000. This was due, of course, 
to the fact that as a result of previous 
writings down the banks did not have 
to provide for a full 10 per cent. 
depreciation. 


Recent Gains 


Before leaving this question of invest- 
ment depreciation it should be pointed 
out that since the end of 1931 invest 
ment stocks have enjoyed a recovery 
under the stimulating influences of p 
reductions in bank rate a 
an improvement in government crec 
which has more than offset the depré 
ation suffered in 1931. Therefi 
while the banks’ published reserves 
smaller in the aggregate as a result 
the withdrawals made for 1931, t 
actual position of the banks is, so 
as it has been affected by investm 
depreciation, actually stronger than 
the end of the year, for the loss 
their published reserves has been m 
than restored by a gain to the im 
reserves, as a result of the wider marg: 
now existing between market prices 
investments and the prices at whicl 
their investments stand in their boo! 


gressive 


The First Half of 1932 


During the first half of 1932 bankers 
have experienced another quick turn 
rates, bank rate having been successively 
reduced, until on May 11 it reached 2! 
per cent. Thus in the short period 
twelve months bank rate rose from 2! 
to 6 per cent., and again fell to 2Yy per 
cent., an unprecedented range of move- 
ment in such a period. There is now 
every indication of a prolonged period 
of exceptionally easy money comparable 
with that of the Nineties, when yields on 
gilt-edged stocks and loan and discount 
rates were at the lowest level ever 
recorded in modern times. There is little 
prospect at the moment of recovery in 
bank earnings from the level to which 
they fell last year. 


THE SCOTCH BANKS 


In spite of the unprofitable conditions 
obtaining over a considerable period of 
1931, the accounts of the Scottish banks 
published in the course of the year were 
of a very satisfactory character. De- 
posits amounting in aggregate to almost 
£251,000,000 showed a comparatively 
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small decrease on the figures for the 
preceding year; but on the other hand 
advances in a number of _ instances 
showed much lower levels, a condition 
of affairs which reflected the general in- 
dustrial depression and the smaller de- 
mand for credit facilities by the trading 
community. 

One of the most noticeable features 
in Scottish bank balance sheets is the 
high ratio which cash in hand, etc., 
bears to liabilities to the public. In ad- 
dition the banks have readily realizable 
resources in the form of government 
stocks, including an ample portfolio of 
Treasury bills. The chairman of the 
Union Bank, on May 5 last, pointed out 
that in the case of that particular in- 
stitution over 57 per cent. of liabilities 
to the public, in the shape of deposits 
and notes, was represented by money at 
call and British government securities. 
Bank premises in every case stand at 
practically nominal figures, and this con- 
stitutes an asset out of all proportion to 


the figures disclosed. The banks are in 
every case fully equipped as regards re- 


sources to meet the most sanguine re- 
quirements of trade expansion 1f such 
would only materialize. 


In Scotland the home position is 
sound, but traders are shy of embarking 
upon fresh enterprise under existing 
conditions or of extending their premises 
if improvements in this direction simply 
lead to increased assessment. Some im- 
portant industries—distilling may be in- 
stanced—appear to be in danger of 
extinction altogether through the difh- 
culties incidental to taxation and restric- 
tion. The banks in Scotland have done 
their full share in tiding industry over 
some of its most difficult years, and they 
have in numerous cases provided their 
clients with funds to obviate the sacri- 
fice of securities temporarily out of 
favor. Their reward is manifest in the 
loyalty of their clientéle and in the pres- 
tige which their stocks and shares enjoy 
in the open market. 





The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 
and Latin America 


VENTS in Europe have taken a 

dramatic turn in recent weeks. 

T’.. reparations conference at 
Lausanne, which for some time had been 
deadlocked, came to an agreement on 
July 11. Germany was relieved of the 
long-continued payments, amounting to 
a huge sum, under the Young Plan, and 
was let off with a promise to pay $714,- 
000,000. This apparent settlement of 
this vexed problem was hailed with al- 
most universal satisfaction, although as 
it later proved, the rejoicing was pre- 
mature, for almost concurrently with the 
news of the settlement came the an- 
nouncement that it was to be effective 
only in case the countries indebted to 
the United States could make satisfac- 


tory arrangements with their creditor. 
As the Lausanne agreement was signed 


by Great Britain, France and other 
leading European powers, it was at once 
interpreted in the United States as a 
united front on the part of these powers 
to deal with their indebtedness to this 
country. Placing such a possible con- 
struction on the agreement, President 
Hoover, in a letter to Mr. Borah, chair- 
man of the Foreign Relations Commit- 
tee of the Senate, bluntly declared that 
the United States would not recognize 
this “united front,” but reserved its 
right to deal with the debtor countries 
separately. The outburst of feeling in 
this country caused both Prime Minister 
MacDonald and Premier Herriot to 
deny that the Lausanne agreement was 
intended to preclude the handling of 
the debt question in the manner indi- 
cated by President Hoover. Despite 
these denials, the situation has not been 
cleared up, and there is a general im- 
pression that if Europe can have its 
way, the debts due to the United States 
will go the way of German reparations. 
At any rate, although Germany may no 
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longer have to pay on reparations a 
count, except to the moderate extent 11 
dicated above, the future of the del 
question remains unsettled. Prior to tl 
announcement of the so-called 
agreement in connection with the Lau 
sanne settlement (this agreement havin 
since been made public), there wer 
some indications that the United Stat 
Government was disposed to make 

fresh examination of the debt problen 
in the light of changed conditions, an: 
to grant further relief, based on th 
principle of capacity to pay, which wa 
originally adopted by the America: 
Debt Funding Commission. This mor 
lenient disposition on the part of th 
United States has been turned in th 
opposite direction by the course of 
events as already narrated. Nevertheless, 
the situation is far from hopeless, and 
in the end calm counsels will probably 
rule, and this country will be compelled 
to accept, not what it wants but what 
it can get from its European debtors 
The talk across the Atlantic of cancel 
lation completely ignores the fact that 
the debt the United States owes its citi 
zens, contracted in order to lend to 
Europe, is one that cannot be disposed 
of in this easy fashion. Hardly had the 
ink dried on the memorable Lausanne 
document before news came of a new 
accord between Great Britain and 
France. In recent years these two coun- 
tries have frequently found themselves 
in sharp disagreement respecting pollit- 
ical and economic affairs on the Conti- 
nent of Europe, and the new entente 
marks a change in the relations of these 
two countries bound to prove of great 
significance. England and the Irish 
Free State are engaged in a controversy 
over certain fiscal affairs, and something 
like a tariff war between the two coun- 
tries has been put into effect. An Im- 
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rial Conference, representing members the Imperial Conference at Ottawa are 
the British Commonweal! th of Na- all important matters recently engaging 
ons, is in session at Ottawa, Canada, the interest of the people of the British 
considering such weighty matters as the Isles, to which may be added the con- 
riff, money and banking. China, Ger-  troversy with Ireland over certain fiscal 
nany, and some parts of South America, adjustments. Success of the war loan 
ive recently experienced disturbances conversion has been due, in part, to the 
ore or less serious in character. There return of confidence which marked the 
has been a reorganization of the Italian accession of the Nationalist government 
tbinet, Signor Grandi resigning as to power, and further to the lack of de- 
Foreign Minister. mand for funds in the ordinary channels 
of business. With confidence in the gov- 
ernment, an abundance of funds not em- 
The new accord with France, cone ployed in the customary investment 
-rsion of the 5 per cent. war loan, and channels, and with low discount rates, it 
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Of Portland stone, in a twentieth-century version of the Renaissance, the new building 

of the National Provincial Bank Limited, London, is particularly suited to its site and 

to the surrounding buildings of the City. This view, from the Royal Exchange, shows 

the Corinthian columns, sculptured ornament and figures, and the group of statuary 

on the splay at the top of the building. At the right of the picture may be seen a 
corner of the Bank of England. 
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Backed by an experience of eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 


the Philippine Islands. ; septate ce 
With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
Inquiries and correspondence invited. 

’ 

| 
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are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 
foreign exporter, merchant, and investor. 

Careful and close attention given to the collection business of foreign banks. 


Che Bank of the Philippine Islands 


ESTABLISHED 1851 
AUTHORIZED CAPITAL, P10,000,000.00 
CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 
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RAFAEL MORENO 


P. J. CAMPOS 

D. GARCIA 
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J. M. GARCIA 

V. J. JIMENEZ 


has been comparatively easy to make 
this conversion from a 3 per cent. loan 
to one bearing only 3!47 per cent., result- 
ing in a saving in future budget require- 
ments of £23,000,000. 

Much is hoped for from the Imperial 
Conference at Ottawa. Its main aim is 
to bring about closer trade relations be- 
tween the Mother Country and the 
other constituents of the British Empire. 
Reliance in effecting this end is chiefly 
placed on making favorable tariff ar- 
rangements, although some plan for 
closer co-operation with regard to money 
and banking will, doubtless, be offered. 

There has of late been a slight de- 
crease in foreign trade, employment and 
industrial production. Shipping business 
continues depressed, and railway traffic 
light. An indication of the light demand 
for funds appears from the reduction, 
on June 30, of the Bank of England’s 
discount rate from 2% to 2 per cent. 
Index of Wholesale Prices 

At the end of 1931 the Economist in- 
dex of wholesale prices showed a rise of 
nearly 10 per cent. on the level at which 
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it stood immediately before the departur 
from the gold standard; the trend had 
appearance of some stability, and it was 
permissible to hope that, so far as t 
valuation of commodities in terms 
sterling was concerned, the long and d 
astrous decline in prices had been ck 
initely arrested. The six months 
1932, however, have shown that such 
hopes were premature and doomed to 
disappointment. According to a sui 
mary of the index number, calculated 
with 1927 as a base year, the end ot 
June saw the index number at a new 
record low level, 2.5 per cent. below 
that recorded in mid-September of last 
year and over 7 per cent. lower than th 
figure at the end of June, 1931. Out of 
a list of fifteen leading commodities, all 
except imported wheat and English beet 
show a more or less substantial decline 
as compared with prices ruling at the 
close of the first six months of 1931. 


GERMANY 


July witnessed the ousting of the 
Prussian government and the institution 
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CAPITAL and SURPLUS, over . . . $1,400,000.00 


Porto Rico's average yearly business 
with the continental United States 
aggregates over $150,000,000.00. 
This total represents more than 90% 
of all the Island's foreign business. 


We invite the correspondence of 
Banks, Bankers and Exporters to 
place our facilities at their disposal 


for the efficient handling of their 


transactions with this Island. 


of a dictatorship, with military rule in 
Berlin. This action followed violent 
outbreaks in various localities, resulting 
in a considerable number of deaths and 
many being wounded. Elections for the 
Reichstag, scheduled for July 31, were 
expected to be affected by this recent 
turn of affairs. Trade and industry con- 
tinue to decline. A presidential decree, 
issued on June 30, balanced the federal 
budget for the fiscal year 1932-33 at 
RM. 8,173,000,000, a reduction of about 
RM. 1,400,000,000 from the revised esti- 
mates of the preceding year. 


FRANCE 


Like almost every other country in the 
world, France has of late been forced to 
consider drastic reduction in expendi- 
tures and substantial increase of taxation 
as a means of bringing income and outgo 
into equilibrium. The summer has 
brought a slight improvement in business 
and a decline in unemployment. Tourist 
travel, an important source of revenue, 
has been fair, despite the depression. 
The cereal harvest is promising. 


AUSTRIA 


As a result of recent experiences, 
stricter regulation is to be imposed upon 
the Austrian banks. Among other re- 
quirements they are to submit to ex- 
amination by chartered auditors and are 
to make up their balance sheets quarterly. 
These will, it is said, contain more de- 
tailed information than those heretofore 
published. Several other regulations are 
prescribed, designed to safeguard bank- 
ing operations. 

Austria expects a new loan, to be 
available in September. Meanwhile the 
National Bank continues its restrictions 
regarding the remitting abroad of means 
of payment. 

Although the summer was expected to 
show a decline in unemployment, this 
expectation has not been realized, on the 
contrary the number out of work is over 
21,000 greater than at the corresponding 
period of last year. 


SZECHOSLOVAKIA 


The general economic condition of 


Czechoslovakia continues depressed with 
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no prospects for early improvement. The 
decreased government revenues and the 
unsatisfactory industrial and trade con- 
ditions are influencing the government to 
devise new sources of income and to re- 
strict imports. Money remains tight, 
while foreign exchange holdings are re- 
duced despite more severe government 
restrictions. The current budget deficit 
is estimated at 1,700,000,000 crowns 
($50,320,000). There is increased < 
tivity in building and construction. "al 
employment is owing chiefly to construc- 
tion activities and farm work while the 
gradual discharging of industrial work- 
men continues, particularly in steel and 
iron works and the coal mines. On June 
1 the employment index (relative to 
1921-29 as 100), with seasonal adjust- 
ments, stood at a preliminary figure of 
87.0 as against 86.4 one month earlier. 
The number of applicants for work fell 
from 555,832 at the beginning of May 
to 484,604 on June 1, a decline of nearly 
14.7 per cent. Total imports for the 
first five ee of 1932 in the amount 
of 3,318,000,000 crowns ($99,540,000) 
and satay at 3,131,000,000 crowns 
($93,930,000) were 27 and 41 per cent., 
respectively, below comparative. figures 
for the same period last year. 


DENMARK 


Several emergency measures have re- 
cently been passed by the Danish Parlia- 
ment, including the extension of the 
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present exchange law and appropriatio: 
totaling 47,000,000 crowns for addition 
farm and unemployment relief. Far 
ers, fishermen, merchants in rural d: 
tricts and unemployed workers, und 
the provisions of the new law, will | 
granted the privilege of a moratorium 
payments of interest and amortization « 
farms or buildings necessary for thei 
business, during the period June, 1931 
to June, 1933. Strenuous efforts hay 
been made to protect the country’s bal 
ance of payment by rationing availabl 
foreign exchange to the most importan 
branches of industry. Practically ail pric 
indexes show decline with the general 
price level toward the end of June ap 
proximating that of September last, whe: 
Denmark abandoned the gold standard 
Conditions within agriculture are becom 
ing steadily more serious and are the ob 
ject of the government’s closest attention 

In addition to the increased agricul 
tural and unemployment relief measures, 
the Parliament, at the request of the 
Minister of Finance, has provided for 
20,000,000 crowns to offset anticipated 
declines in revenues during 1932-33. The 
new revenues are to be raised mostly 
through indirect taxation. 


POLAND 


Due to the continued business depres- 
sion and a consequent decrease of trea- 
sury revenues, the government has de- 
cided to introduce new reductions of 
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Collections on Ecuador—South America 


representatives of 
comment: 


Many 
following 


American manufacturers 


have expressed to us the 


“Your Collection Department is thoroughly modern and well 


adapted to American methods. 


I will make every effort to in- 


duce my firm to concentrate their collections with your bank.” 


Collection Service has been so 
bankers is handled 


Our 
exporters and 


organized 
in Ecuador 


that the 
the same 


American 
of efficiency 


business of 


with standard 


and promptness as that to which they are accustomed in the United States. 
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budgetary expenditures which are ex- 
ted to reduce their total by 200,000,- 
zlotys. Half of this amount will 
sist of savings on salaries of govern- 
nt employes and officers of the army 
y a suspension of the 10 per cent. in- 
crease granted in January, 1927, while 
the remaining 100,000,000 zlotys will 
be saved on various other expenditures 
distributed among all ministries. 
Deposits at the Postal Savings Banks 
have shown an increase recently, but 
there has been a slight decline in the de- 
posits of the 380 municipal savings 


banks. 
ARGENTINA 


As reported by the First National 
Bank of Boston, the favorable trade bal- 
ance of The Argentine for the first five 
months of 1932 was 301,000,000 pesos, 
compared with 60,000,000 for the same 
period last year. From the same source 
it is learned that the liabilities of failed 
concerns in May, 1932, were only about 
one-half those of the corresponding 
month last year. 

Dealing with suggestions for currency 
and banking rearrangements, the Eco- 
nomic Review, published by the Bank of 
the Argentine Nation, says: 


“It would be wise to prepare the way 
gradually for future monetary stabiliza- 


tion. But it is indispensable that the re- 





turn to conversion should be preceded by 
considerable monetary and banking re’ 
arrangements. 

“The creation of a central bank cannot 
be delayed much longer. As a result of 
the rediscounting, the Banco de la Nacién 
Argentina has been overloaded with new 
functions and monetary responsibilities 
which have added to the complexity of 
its activities. Not only has it had to as- 
sume the delicate role of an issuing bank, 
with a precarious organization inade- 
quate to meet such responsibilities, but 
it has at the same time been called upon 
to initiate control over the banks which 
have been making use of the rediscount 
facilities. In other countries this con- 
trol is carried out systematically through 
an independent organization. 

“However great may be the zeal of 
the bank’s directors, this multiplicity of 
functions in one single institution cannot 
satisfactorily be continued, for redis- 
counting and the control of banks both 
require very special attention and ex- 
treme care. 

“Besides, a central bank would make 
it possible to take better advantage of 
the country’s existing money reserves 
through the concentration in its vaults of 
a considerable amount of the resources 
of the banks.” 


Other advantages of central banking 
are pointed out, such as exchange con’ 
trol and open market operations. 
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Current Conditions in Canada 


are turned 
where the Im- 
Conference is 


LL eyes in Canada 
toward Ottawa, 
perial Economic 

now in session. It is too early now 
to ascertain whether anything done 
there will rouse the country from its 
economic despondency, but the mere 
fact of its being held has given morale 
at least a temporary uplift. 

“Various factors,” says the Bank of 
Montreal in its Business Summary of 
July 22, “combine this month to pro- 
duce a greater buoyancy in the general 
outlook than has been observed for a 
long time past. Outweighing all other 
considerations in this respect is the 
fact that the Imperial Economic Con- 
ference has just convened at Ottawa— 
the most important gathering on matters 
connected principally with the improve- 
ment of trade and commerce that has 
ever been held under Empire auspices. 
In Canada, as elsewhere, it is regarded 
as a high adventure fraught with possi- 
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bilities of great advantage to the British 
Empire primarily and to world condi 
tions. Difficulties in the path of the 
conferees admittedly exist, but con 
fidence of worthwhile accomplishments 
is firmly held. Until the Conference 
concludes it is idle to speculate upon 
the issue. 

“The principal other factor making 
for a brightening of the outlook is that 
the Prairie Provinces approach the 
critical period of harvesting with 
prospects notably better than for the 
last three years, and that despite a late 
season in some other parts, the crops 
of the Dominion generally give promise 
of satisfactory yields. The price of 
wheat continues low, but the cost of 
production in the Canadian West will 
also be exceptionally low this season, 
and a boutiful yield of grain should 
change for the better conditions in all 
parts of the country. 

“Canada has shared too in the stim: 
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FOREIGN BANKS ARE 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 





ition resulting from the of 
Lausanne Conference and from 
he announcement of the British Con- 
Loan which combined with 
her factors have given a moderate 
ipward movement to the markets for 
securities. An incidental reflection of 
e confidence in the general stability 
Canada has been seen during the 
ionth in the reception of a $20,000,- 
10 issue by the Province of Ontario, 
iis being quickly subscribed, in large 
part by small investors.” 


rsion 


GENERAL CONDITIONS 


In its Monthly Commercial Letter 
for July, the Canadian Bank of Com: 
merce, Toronto, says that outstanding 
features of the last month have been 
“an increase in construction operations 
which has raised somewhat the level 
f employment, a greater volume of 
railway freight trafic, substantial ex- 
ports of wheat and a continued good 
outlook for the new crops.” Against 
these favorable influences, it continues, 
“must be set a further decline in manu- 
facturing, in some major industries to 
the lowest point in many years, and 
the blow which lumbering has received 
from the new American and Japanese 
tariffs. 

“The in construction work 
is of course a seasonal development 
following the larger volume’ of con- 
tracts awarded, as is usual, in the 
spring of the year. The work in 
progress has been much below normal, 
and as the new contracts let in June 
were, after allowing for lower costs, 


increase 


only about half those in the like month 
of 1931 and slightly less than in May, 
the prospect for this branch of business 
is far from bright. 
railway freight traffic 
accounted for by heavy deliveries of 
wheat by Western farmers in order to 
take advantage of the government 
bonus before its expiry on June 30, 
and by large shipments of lumber across 
the American border 
duty became effective. 

“Export trade in wheat was smaller 
than in May, which was more 
active than any other in the current 
‘wheat’ year. But the June shipments 
were substantial, and the trade for 
the last months is all the more 
satisfactory if consideration be given 
to the simultaneous decline of world 
exports and to the earlier slow move- 
ment Canadian wheat, 
which, in conjunction with the extreme 
pressure of the large 1931 crops in the 
Southern Hemisphere, has reduced be 
low normal this country’s share of 
international shipments in the period 
since August 1. 

“The decline in general industrial 
operations may be the prelude to in- 
creased activity, for apart from that 
which usually occurs in August and 
September consequent upon the autumn 
demand for goods, we learn that some 
fairly large orders have recently been 
awarded to several mills and factories, 
and that a number of manufacturers 
who are dependent upon the Western 
trade are preparing somewhat higher 
production schedules as a result of the 
improved crop conditions in the Prairie 
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The expansion in 


seems to be 


before the new 


two 


overseas of 


















































































































































































































































































First established 
private bank in 
Norway 


Provinces and in British Columbia. The 
most complete records of the past per- 
formance of industry are those for 
May, which show almost stagnant con- 
ditions in the principal steel mills, a 
slight reduction from April in news- 
print and a rise in automobile produc- 
tion. 


International 
IRECTORS of the Imperial Bank of 


Persia propose paying, subject to 
audit, a final dividend of seven 
shillings per share and a bonus of 
two shillings per share, both free of income 
tax, for the year ended March 20 last. 


TuHeE liquid character of the balance sheet 
of the Ottoman Bank, London, was called 
to the attention of stockholders at their 
annual meeting by General the Hon. Sir 
Herbert A. Lawrence, G. C. B., who pre- 
sided. “You will notice,” he said, “that 
the item cash is six million sterling this 
year against three million — sterling last 
year. Though part of this difference is 
caused by appreciation of foreign currencies 
in terms of sterling, the major part of the 
increase is the result of a definite policy 
to increase our strength and liquidity. Other 
indications of this policy are the reduction 
in current account debtors and the increase 
in bills receivable from £4,000,000 to 
approximately £6,000.000. This figure in- 
cludes French and English Treasury bills, 
which form a considerable portion of the 
employments in Paris and London.” 

In regard to the profit and loss account, 
Sir Herbert said: “The balance sheet 
has been drawn up with our customary 
prudence. The balance of profit and loss 
is, even more than last year, affected by 
the policy of liquidity. It shows a balance 
of £77,582, which, with the amount brought 
forward of £23,271, makes the total at our 
disposal £100,853. 
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Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. Telegraphic address: Kreditkassen 


Bankinoe Business oF Every 
DescrRIPTION TRANSACTED 
New York Agents: 


The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 






Paid up capital 
and reserve funds 
Kr. 40,000,000. 








ROYAL BANK STATEMENT 


The Royal Bank of Canada, M in 
treal, has issued its May 31 stateme tt, 
which shows paid up capital of $35, 
000,000, reserve of a like amount, 
deposits of $606,594,338 and tcval 
resources of $759,751,017. 


Banking Notes 


“We propose to you the distribution of 
a dividend of three shillings a share, e 
same as for last year. ‘ 


AT an extraordinary general meeting 
the officials of the Anglo-South Ameri 
Bank in London recently, a plan to increase 
the capital to £11,000,000 was adopted. 


THE International Commodities Trading C 
poration has been formed with a Swiss 
charter to effect international exchanges of 
commodities which have been impeded by 
the control of foreign exchange in mat 
countries. It was organized by B. Coles 
Neidecker, of Neidecker & Cie., banker 
with offices in Paris, Geneva, London, 
Brussels and Buenos Aires, and will operat 
extensively in Latin America and Central 
Europe, effecting necessary trades of indus 
trial and agricultural products both across 
and within national border-lines. It will 
deal with both governments and individuals 

In an announcement by the New York 
representative of Neidecker @ Cie., it was 
stated: 

“The corporation is negotiating to take 
over substantial portions of the coffee hek 
by the Coffee Institute of Brazil, wheat and 
cotton held by the United States Farm 
Board, textiles held in reserve in Japan, as 
well as other basic commodities which wil! 
be delivered in accordance with credit ar 
rangement now being worked out. 

“In addition to acting as principal in 
such transactions as the offer of industria! 
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for agricultural goods to countries 
pre-eminently agricultural, the corporation 
will also act as purchasing agent for com- 
panies which have funds tied up in foreign 
countries. Transactions will not be limited 
to exchange of commodities for commodities 
the corp6ration will also act as broker in 
the international transfer of 
ing and accepting selected 
change for commodities. 
“Arrangements are now being made 
ough the New York office Neidecker 
Cie. with a group of American importers 
the sale to them of selected commodities 
exchange for American securities. Since 
in many countries tariffs do not apply to 
barter transactions, it is expected that the 
operations the International 
Trading Corporation may become a 
in inter-governmental tariff negotiations 
“Neidecker & Cie. initiated the negotiation 
for buying substantial portions of our wheat 
surplus from the Farm Board, in association 
with French governmental interests and the 
chief millers of Europe. That negotiation, 
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which instrumental 
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under way with the 
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was a 
ssion 
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head 
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Neidecker in 


with B. C 
International Commodities 
Trading Corporation the Amsterdam 
Trading Corporation, European Grain 
Cartel and the Discount 
Corporation.” 


the collaborators les 
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are 
the 


American Foreign 


THE board 
(Dominion, 
declared 


Barclays 
Overseas) 
for the 


Bank 


has 


of directors of 
Colonial and 
interim dividends 
ended March 31, 1932, at the ot 
8 per cent. per annum on the cumulative 
preterence shares and at the rate of 44 pei 
cent. per annum on the “A™ and “B” 
shares, subject to deduction income tax 


half-year 
rate 


ot 
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The Parkway office of the East New York Savings Bank, Brooklyn, N. Y., is Roman- 


esque in design, with modern applications. 
buff sandstone. 
the architects. 


The exterior is of Birmingham Warmtone 
Holmes & Winslow, Charles A. Holmes, successor, New York, were 
In a letter to the firm, Edward A. Richards, president of the bank said: 
“Our Parkway office, which you not only designed but supervised, continues to be 
admired by everyone, but especially by those who really know. We think it is probably 
the outstanding bank building of its kind in Brooklyn, but you have so many other 
achievements to your personal credit that we assume that just this one more does 
not make much difference.” 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 





AUGUST, 1932 


UNION TRUST, CLEVELAND, ADVER- 
TISES CONSTRUCTION LOANS 


N an advertisement stat- 

ing that it is ready to 

make construction loans 
to Customers want to 
build their own homes, the 
Union Trust Company of 
Cleveland is blazing a new 
trail in bank advertising and 
js making a definite move in 
line with the Government’s 
eforts to put bank credit to 
work in the direction of 
stimulating business and em- 
The advertise- 
ment, which is reproduced 
om this page, after stating 
that the bank is now ready 
to make such 
that “this is 
nation-wide 


who 


ployment. 


loans, says 
part of the 
effort to 
more dollars to work, put 
more work, 
courage material-buying, and 
the 
eneral business recovery, 
fostered by banks and by 
the Government and aided 
by the Reconstruction Fi- 
nance Corporation.” 

“We believe,” the copy 
on, “that thrifty citi- 
of the home-owning 

type, should be among the 
frst to receive the benefits 
of improved credit condi- 
tions, 

“In Cleveland today there 
are hundreds of men, with 
a few thousand dollars put 
away, who would like to 


put 
men to 


en 


point way toward a 


take advantage of present 


remarkably 


costs, 


and_ build, 


building 


for their 


low 


families, the sort of homes 


they have always wished 
to own. 

“We desire to encourage 
especially the building of 
these small and 


therefore limiting 


homes: 


we are 


( comtwention Loans 
to Help Build Small Homes 


Tus bank is now ready 
to make construction 
loans to customers who 
want to build their own 
homes. 


This is part of the nation- 
wide effort to put more 
dollars to work, put more 
men to work, encourage 
material-buying, and point 
the way toward a general 
business recovery, fos- 
tered by banks and by the 
government and aided by 
the Reconstruction 
Finance Corporation. 


We believe that thrifty 
citizens, of the home-own- 
ing type, should be among 


the first to receive the 
benefits of improved 


credit conditions. 


In Cleveland today there 
are hundreds of men, with 
a few thousand dollars put 
away, who would like to 
take advantage of present 
remarkably low building 
costs, and build, for their 
families, the sort of homes 
they have always wished 
to own. 
We desire to ence 
especially the building of 
these small homes; and 
therefore, we are limiting 
the amount of any one 
loan to $5,000. 


Applications for construction loans may 


be made at any of our offices after July Ist. 


“UNION TRUST: 


IME OLDEST TRUEST COMPANY IN On 


MEMBER € 


This is the advertisement used by the Union Trust 
Company of Cleveland to announce its willingness to 
make construction loans to help build small homes. 


179 





ee 


a 
dime 
a 
day 


For a dime—10¢—a day 
you can pay the charge which 
we mcke on a one-year loan 
of $450 secured by comskers. 


Jf you can offord to buy 
at Woolworth’s... you 
can afford to borrow here. 


| 
} 
Personal | 
LOAN & SAVINGS =| 


Bank 


105 WEST MADISON STREET 


A million dollar Bank —doing swsit things BIG 5 
< 


le 


This advertisement of a 
Chicago bank won first 
prize for best advertising 
copy in the second annual 
newspaper advertising con- 
test held by the Advertising 
Council of Chicago. Four 
entries by the same bank 
won first prize as best 
financial advertising cam- 
paign. Note the slogan, 
“If you can afford to buy 
at Woolworth’s you 
can afford to borrow here.” 


the amount of any one loan 
to $5000.” 

General 
the credit 
the beginning of the year, 
and the belief that the time 
is favorable 


improvement in 


conditions since 


for at least a 
moderate recovery in resi- 
dential construction, are re- 
flected in the bank’s decision 
to offer this type of loans, 
according to an announce- 
ment by J. R. Kraus, chair- 
man of the board of the 
Union Trust Company. 
“Residential building has 
been declining for five years, 
and more recently it has 
been almost at a standstill,” 
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said Mrs. Kraus. “Since the 
depression started there has 
been an extensive deflation 
of costs. Today a home 
may be built for two-thirds 
of its cost in 1929, and at 
the lowest outlay of any 
time in sixteen years. 

“A study of the build- 
ing convinces us 
that tnere is a demand 
for moderate-priced homes. 
There are many families 
among our customers who 
would like to take advan- 
tage of present prices to 

homes in which to 

These are the people, 
and not speculative builders, 
to whom we are now ready 
to extend credit. We wish 
especially to encourage the 
building of small 
and loans will therefore be 
limited to $5000. 

“Every dollar 
loaned for such construction 
may change hands three or 
four times, and do some 
good all along the line. 
Part of this money will go 
for labor. When the work- 
men are paid, they in turn 
can pay the butcher, the 
baker and the department 
store. The butcher, the 


situation 


houses, 


¢ : 
which is 


baker and the departmey 
store can, in turn, pay the 
wholesaler—and the whok 
saler may then be able ty 
order more merchandix 
from the manvacturer 
Money which gies fo 
materials will als 
additional activity 
field.” 

The bank's anno 
is particularly inter 
view of the 
publicity that has be. a given 
to various plans for « uantity 
production of low-c: st steel 
homes and the belie 
many business’ « 
that the recovery ©: small 
building on a 
large may give the 
first impetus to 
revival. 

Declines in materi 
and 
methods and materia's 
be ushering in a n 
in residential 
in the opinion of 
builders. Fixtures, 
ing, interior decorating and 
many features of fireproof 
construction, once seen only 


create 


nN that 


cement 
{ing in 


rece 


among 
servers 


residence 


scale 


costs 


changes in building 


construction, 
many 


nlumby 


in costly homes, 
within the price range of 
the small home builder 


are now 


HOW BANKS ARE ADVERTISING 


In the June-July issue of 
the Royal Bank Magazine, 
house-organ of the Royal 
Bank of Canada, Montreal, 
the following message is 
given to the bank’s em- 
ployes. It might very ap- 
propriately be used by other 
banks for the same purpose. 

Your bank has 
remarkably 


launched a 
constructive adver- 


tising campaign and counts on 
your loyal support, cheerfully 
given, to help make it effective. 

Indeed the success of this 
campaign, to a_ very _ large 
extent, will be determined by 
the co-operation it receives 
from every member of the 
banking force. 

Definite pledges are 
made both through the 
and through the press. These 
pledges are in realty promis 
sory notes issued over the 


being 
mails 





signature 


people o! 


How 
paid by 
in conta 
a custom 

Will 
courtesy, 
handling 


f your bank to the 
your community. 
will these notes be 
ou when you come 
with a prospect or 
of your bank? 
yur cordiality, your 
nd your method of 
every transaction be 
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1853. They assume car load- 
ings must decline perpetually 
and that earnings have vanished 
forever. Those men who guide 
the destinies of our railroads 
know that better times lie ahead 
—that modern transportation 
will play an important part in 
the prosperity which America is 
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This information is in the 
usual automobile map style. 
The map occupies one com 
plete side of the sheet, when 
unfolded, and the other con- 
tains the program of events 
and a few brief paragraphs 


nature as to cause 
dual to feel—*Well, 
here's a oank that makes good 
its pled it practices what 
it adver.ises?” Therefore, to 
enable y to be in position to 
live up your bank’s adver- 
tising, you are naturally 
desirous doing, it is highly 
mportan. that you should be 
familiar with the various 
pledges at are being made. 
~ The npaign literature that 
s being «ent out by your bank 
> 8 fom mo ith to month, together 
smal with the newspaper advertise- 
ments t are published from 
week to week, should be very 
carefully read by every member 
f the banking force. 

For your own benefit, as well 
ss that of the bank, I want 
to urge that you keep in close 
touch with your bank’s adver- - 
tising, d back it up enthu- Ef 


siastical ax 


4 


ff such 


to enjoy again. The Guardian eee. 
“et ‘a lt of copy 
very ind 


shares their opinion and calmly Bank 
and confidently looks forward to ank. 
America’s future. 


about California 


THE Emigrant Industrial 
CALIFORNIA Bank, Los An- 
has gotten 
complete program of events 
at the Tenth Olympiad, 
being held in Los Angeles 


this 


Savings Bank of New York 


has recently been 


geles, out a running 


Mexico 


setting 


advertisements in 
City 

forth 

summer, and a map. of the 
of Los Angeles and vicinity, terest ex’ 
showing the points of ine change, safe deposit boxes 
terest and the routes by and _ other which 
which they may be .might be of for- 


newspapers, 
the various 
bank, 


rate, 


services 
including in- 
foreign 


mong 
ervers 


facilities 


reached. use to 


costs 
ilding 
may 
eta 


ction, . 
THE Guardian Trust Com- 


many : 
’ Bpany of Detroit has begun 


lumb- 


STEADY GROWTH SINCE 1893 
publication of a series of 
. advertisements based on the lagen: gat 
prod we its state—aiding industry, : 

theme that worry or pessi 
mism is ill-founded. The first 
of the advertisements, en- 
titled “All Aboard,” showed 
two locomotives, one modern 
and the other out-of-date. 
Below the illustration were 
the words, “Just two days 
to Chicago!” and the follow- 


Ing copy: 


} 
and For 39 years, the Wachovia has | 


only ; 


t ng their savings and 
now h good yea 
'e Or 


35 000 peopic owt 


average Of 30 more people cach day are oper 
Why not } 


build lasting security for yourself 


WACHOVIA 


BANK AND TRUST COMPANY 


new savings accounts 


ts on 
rfully 
ctive. 
this 
large Apparently many people think 
d by Bthat the future of American 
elves’ B railroads lies in the past of 

the eighty years ago when wood- 
burning locomotives took two 
days to go from New York to 
Chicago. They discard as worth- 
[hese less 61,000 locomotives, 2,300,- 
omis’ § 000 cars, miles of track, and all 


the Bi other added 


REASONS FOR SAVING AT THE WACHOVIA 


5. Able D 


being 
mails 





A distinctive layout is a noteworthy feature of this savings 
advertisement of a North Carolina bank. It was published 
in newspapers in various cities throughout that state. 


equipment since 
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ee, 


eigners or travelers. The fairly stiff white paper, by J. Stewart Baker, chaj 

copy is, of course, in printed in blue. The first man, and a_ chronologic 

Spanish, and the advertise- section of the folder con- _ history of the site from 179 

ments are two columns by tains a cut-out section, to the present time. (Q; 

six inches. through which the name and_ the other side of the folde 
address of the person receiv. are shown the plots whi 

IN sending out its last divii ing the dividend may be go to make up wh 

dend checks, the Manhattan seen on the check. On known as “40 W 

Company of New York this section are the words and a list of th 

used an unusual folder “Quarterly dividend of two companies making 

which has excited consider’ and one-half per cent. (fifty Manhattan Compai 

able comment. The two cents a share) on your Man- 

fold circular is 834 by 11% hattan Company stock.” THE latest 

inches, unfolded, and when Opening the folder the — series of “personali: 

folded is 334 by 8% inches, reader finds a short state- letters being 


one 


sent 


just large enough to con- ment about the site of the the Birmingham 
tain the check. It is of Manhattan Company, signed Savings Company, 


yirming 
ham, Ala., reads as follows 





There are several 
which frequently coms 
when a person giv 
thought to the subjec 
service. 

One of these is t 
of making trust it 

Before selecting sec 
trust funds, such f{ 
salety, income, marke 
and diversification are 
weighed. Needs of t 
or of beneficiaries u 
trust, are kept const 
mind. 

Besides this—and yrobab 
one of the most important 
features of trust service— 
the matter of investment poli 
The individual is free to plac 
Chicago is the fifth larg- a 4 = ee his funds as he sees ht, b 
oe danke tana a the trust department adheres t 








is, onions ecuaaiil an ingrained policy of « misery 
‘ tism, in which there is no plac 
for speculation. 

The care with which trust 
funds are invested, and tl 
conservative policy of the trus 
department in this respect, fre 
quently have nroven of materi 
benefit to those who creat 

oes trust agreements with us I 
CENTRAL REPUBLIC BANK . has been especially true 
AND TRUST COMPANY - case of the protfessiona 


LA SALLE AT ADAMS CHICAGO or the beneficiary who _ found 


. . Four of the five 
leading lake transpor- 
tation companies bank 


with Central Republic 





himself in possession of a si 
able amount of cash. 

This bank’s advertising won first prize for excellence in Even those who devote con 
illustration at the exhibition of the Advertising Council of siderable time to investing, and 
Chicago. The above advertisement is an example of the have gained a reasonabl 
uniformly good illustrations used by this Chicago bank. amount of experience in this 
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id, often find the temptation 
‘ speculate irresistible. 
Another desirable feature of 
must service is the fact that 
‘st investments con- 
attention trom investment 
There is little chance 
“grow stale” : 
remal in a safe deposit 
changing conditions 
desirability. 
more 
wal interest in trust service, 
d like to see how it 
ld be pplied to your pat! 
ar ds, we would be 
discuss this with 
ny time that suits 


nience. 


receive 


ecialists 


r them to 
box unt 


fect the 


you have than a 


tter 1s 
officer. 


letters, as has been 


signed by 


mentioned in this 
nt, bear the name 
ess of the addressee 
that in 


letter is printed, 


like which 


name and address 


envelope are also 
They are printed 

excellent quality 
id the typography has been 


orinted 
paper 


ly good. 


BEGINNING with the July 
August issue, the Cleveland 
Trust Magazine, publication 

the Cleveland Trust 
Company, becomes a_ bi 
nonthly publication, with a 
eww editor. Harold B. 
Kelly, of the bank’s pub 
city department, is taking 
Seward A. 
Covert, who has edited the 
wblication for the last two 
years. 


the place of 


VoltuME 1, Number 1, of 
te Republic Bank News, 
ppeared in July under the 
mprint of the Republic Na- 
tonal Bank & Trust Com- 


as 


Siill getting aleng, thank you ! 


Fast 4 





The latest of the Bowery Savings Bank’s 
which has attracted wide attention. It 


New York City 


series, 


lished in 


Dallas, Texas. It 


consists of 


pany, of 
sixteen pages, 
7% by 54% inches, includ- 
ing a cover of light green, 
on which the title 
of the and a 
picture of the bank building. 
The other pages are 
used for bank publicity, i. e., 


appear 


publication 
cover 


list of officers and directors, 
statement of condition, and 
advertisement of the bank 
There is an in- 
troduction by W. O. Con- 
nor, chairman of the board 
of the bank, 
about Southwest 
and business conditions, and 
a department headed ‘‘Pas- 
sim” which brief 


Services. 


four articles 


business 


contains 


BOWER 


80 Bowery 





8 gloomy day in 


BANK 


Our “Momey Spending Plan” budget forms are available at all offices 


Doe” 


was pub- 


“Tohn 


newspapers 
about business 
The publication is attrac- 
tive in 
general make-up is excellent. 
It is being edited by John E 
Owens, 


news items 


appearance and _ its 


vice-president and 
officer of the bank, 
will monthly. 


trust 
and appear 
In this department in June 
an advertisement of the First 
Naticnal Bank of Louisvill 
Ky., reprinted. The 


advertisement run 


2 
was 
had been 
in local newspapers in bank 
less communities and adver 
tised the First National’s 
bank - by- mail department. 
Results from this 
ine have good, it is 


advertis 
been 
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a 


the trust company occupies, 
space on the left-hand gid 
of the display and the nam: 
of the trust company runs 
across the entire ottom of 
the board. A recent poster 
showed the main _ building 
of the = India: State 
Teachers College. 


THE Detroit Savi: ys Baak 
Detroit, Mich., iS pre 
sented gold pass >ooks tp 
the bank’s two olc st active 
depositors, “in ap reciation 
of more than fifty consecy 
tive years of ban! ng rek 
tions.” The bark wa 
founded in 1871 ind the 
accounts mention above 
were opened in 1577 and 
1882 respectively. 


THE EMPIRE BUILDER WHEN it issues its 


uarterl; 
COMES OME .« «1: 108: sv:00:h cro balance shects, the 


; i: Barnett 
roads of Commerce.” dotting the countryside, headed for its 


Sc iaeon att Wena lll. Chete’iars ofl lina’ Todslliac tronieaat National Bank, of Jackson 
nental systems it brings the country’s produce and goods to 


supply the world’s richest markets. ville, Fla., is incl 


1 


ling 


= 
It pulls its trainloads into terminal warehonses, the largest 


i 
in the world, and unloads direct to ten ton trucks or to steamers its folders one page divide 


bound for the Seven Seas. ; between two Florid indus 
The TRUST COMPANY OF NEW JERSEY helps to turn the 


AP ta tries, chosen for their inter 


How can we help you? 


est and importance Th 
THE TRUST COMPANY Aga suai 


ae hau penees latest folder, printed o 


Hudson County's Largest Bank 1c: ‘ or >}]s F 
JERSEY CITY UNION CITY HOBOKEN Florida paper, tell ot 


WEEHAWKEN WEST NEW YORK 


daiingreteenbteimeceamamione esedaine new industry of the state 

that represented by t 

Southern Kraft paper mil 

Illustration is the attention-getting feature of this at Panama City., Fla. 0 
advertisement, but copy is equally good. This New the December, 1931, state 
Jersey bank’s advertising demonstrates how success{ ul ment the port of Jackson 
commercial bank advertisements may be attractive, 11 4” Pista ae 
unusual and readable. ville an orem 6 citrus 

industry were described ané 


now reported, and a number’ Ind., has a number of large outstanding facts in eat 
of persons located in towns billboards which it uses industry were given 
without banking facilities to advertise the various in- 
have opened accounts with dustries of the community. A FCLDER of uce to the 
the First National Bank of The posters are changed bond buyer has been gotten 
Louisville. monthly and each poster is out by the Northern Trus 
devoted mainly to a view Company of Chicago. I 
THe Terre Haute Trust of some industry of Terre presents a comparison of the 
Company, Terre Haute, Haute. The building of yields on taxable and ta 
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aempt bonds under the nounced the appointment america Corporation, San 

1932 revenue act. of two new directors of Francisco, and Mr. Fifield 

the association to fill va~ that of Virgil Allen, Jr., 

cancies on the board. The formerly assistant vice-presi- 

WU cit of Wisconsin new board members are dent of the First Bank and 

Doster a __ Peter Michelson, advertising Trust Company, Utica, N. Y. 
Bankshares Group, has com siete Wilh: a Maisie 

ding siled and published in book- ee ce eee , . 

State ve ‘ : ; —ie Francisco, and Stephen WILLIAM M. SHERRILL, ad- 
a oe of the H. Fifield, assistant vice- vertising manager First Na- 
requirements for areas artes president Barnett National tional Company of St. Louis, 

Bak ality: 1g for trust and in’ Bank, Jacksonville, Fla. Mr. has been elected treasurer 

pre fm surance funds under Wis: Michelson takes the place of the Advertising Club of 

ks top consin statutes. Each book- of F. R. Kerman, formerly St. Louis. He was elected 


kt sent out is accompanied , ' - , 
a oe eer vice-president of Trans) a member of the board 


Tue First Wisconsin Com- 
sany of Milwaukee, invest- 


active " 
iation | by a card stating that if the 


rcipiert desires additional 


secu: 
rely copies tor his own use or G2 
way for friends, the company oe Ahead = 
1 th will be glad to supply them 

- + a She ee with 
above fy Without cost. T e summary Bt. 
ani s in graphic form so that a I N D U % T RY 

the reader may find easily - t 
information he wishes 


“ Poday th geo of 
on any particular question. jay the energies of the 


nation are eager for renewed 


2 : : ee L achievement. By its initiative 
THE New York Times has = : 


and persistence. its technique 


reprod iced six advertise- ot é va » of research and development, 
ments of the Trust Com-  eF# ee 
: 5 ter of Change. Now. at this 
pany of New Jersey, Jersey = hour, it is laying the founda- 
City, in a recent circular q HANGE is the one constant tions of anew Industries. new 
: in American Industry. Our trades. new products. new serv- 
wants grow ceaselessly. Dis- ices. to be made, to be sold, to 
ection The advertisements covery and invention, new be enjoyed. 


were some used by the trust designs and methods, con- 
‘ : : stantly spur business to new 

company In the Times accomplishments. 

suburb an rotogravure sec tion. Change always spells Oppor- 


tunity for the resourceful. 


NEWS Swiftly. new products—alumi- 


num, rayon. cellophane. chro- 
WILLIAM. OA. STARK has mium—have become the basis 
mee Ra 3s. =e oe ot great new industries. 
been elected VIR president Swiftly. other new ideas and 
nnd trust officer of the enterprises will develop new it helps ledostey constently with brood ond experi 


Fifth Third Union Trust opportunity for worker. scien- ie eainadider 
H list. engineer and business * 
c 


1 
man. ore atty locking and pleasing cheed tor the upbuilé- 
img of the community 


advertising its rotogravure 


This Bank Is Looking Ahead... 
with INDUSTRY 


Company, Cincinnati. 
a director of the Financial 


Advertisers Association. Cl j d TS. t 
CHaRLES H. McManon, eve an TUS 


‘i . é Member Federal Reserve System and Cleveland Clearing House Association 
president of the Financial BRANCHES THROUGHOUT GREATER CLEVELAND 
Advertisers Association and | 

assistant vice-president of One of a series of a Cleveland bank's “Looking Ahead 
ae xy. ee aie with Business” advertisements. Copy is particularly well 
the First Wayne Nationa written. Another effective one of the group is headed 
Bank, Detroit, has an- “Looking Ahead with Government.” 
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BLACKSMITH 
BUTCHER 


N years to come many trades represented by 
\ our present depositors will, no doubt, seem as 
strange as those of their forefathers 99 years ago. 


No one can say in this swift moving age what 
tomorrow will bring. But one thing is certain, sav- 
ings deposited regularly with this secure institution 
will continue to grow and provide freedom from 
worry for the wise and prudent. 


For 99 years the Greenwich Savings Bank has 
grown and prospered, never failing to pay interest 
dividends. For those concerned as to the future, 
this institution offers unexcelled safety for savers. 


ar’ 


: _ 
Interest dividends paid continuously ql |) 
since 1833 P| enor 
— — 


‘The GREENWICH SAVINGS Bank 
BROADWAY at 36 ST. 4 SIXTH AVE. at 16 ST. 
Convenient Banting NEW YORK CITY 


by Mail 


: 
; 
| 
: 


. 
( 


In a newspaper containing a large amount of advertis- 

ing, this advertisement stands out distinctly. The quaint 

border and illustration emphasize the changes which have 

taken place in the last century and tie in well with the 

copy. This New York City savings bank has recently 

published a number of advertisements of the same type 
in local newspapers. 


Sey 9 esp os eee seen! el IEA 


es 


governors of the club, fo 
a two-year term, in 193| 


THE advertising and public 
relations departments of the 
Morris Plan Corporation of 
America and of the Morris 
Plan Company of New York 
have been combined «nd will 
hereafter be known as the 
public relations dey artment 
of the Morris Plan Company 
of New York. The !ocal in 
stitution and a large number 
of Morris Plan banks and 
companies throughout _ the 
country will be serviced by 
the department, which is lo 
cated at 33 West 42n:/ street, 
New York City. 

Porter Elizabeth Kane has 
been appointed director of 
the department, with Syd 
Hughes as assistant Cirector 

“The expansion of our ser 
vice,” said Wallace D. Me 
Lean, executive vice-presi 
dent of the Morris Plan 
Company of New York, in 
announcing the change, “ss 
in line with our desire to in 
crease public knowledge in 
the Morris Plan and thus es 
tablish friendly relations with 
millions of persons who have 
not yet availed themselves o! 
industrial banking privileges 

“We believe in advertising 
and have found newspapers 
and magazines foremost 1 


interpreting our activities t 


the masses. 





Since 
a bank for 
bankers 


Capital and Surplus 
S35.000.000.00 





Some Problems of Bank Supervision 


ONDUCTING a state banking 
system is no different from man- 
aging any other type of business, 

reasoned William D. Gordon, when he 
became Superintendent of Banking of 
the State of Pennsylvania, and he there- 
upon set about putting into effect busi- 
ness methods in the State Banking De- 
partment. 

He told members of the Pennsylvania 
Bankers Association about it in an ad- 
dress before their annual convention in 
Pittsburgh recently. 

vA ccessful executive in business 
demands current information upon his 
desk, set up in comparative form so that 
he may follow, as it were, the very life 
pulse of the business.” And so there 
was initiated in Pennsylvania a system 
of weekly reports from the state banks, 
which gave information as to time and 
demand deposits; time and demand bills 
payable; other forms of borrowed 
money; reserve fund deficient, number 
of times and average amount; cash re- 
reserve deficient, number of times and 
average amount. 

This information was set up in com- 
parative form to reveal: 

“This week compared with the same 
week last month and the same week last 
year; per cent. increase or decrease. 

As a result of this report we 
are in a position to determine whether 
deposits are gradually seeping out of the 
bank, bills payable are increasing and 
the reserve position is weakening. If 
such should prove to be the case, we are 
informed of it immediately and can 
visualize it weekly and cumulatively to 
date. By analyzing the short swings as 
revealed by the first set of columns and 
also the long swings of decreases, as 
shown by the cumulative comparisons, 
we shall be in a position to know 
whether the bank in question needs at- 
tention. Forthwith a conference will 
be called with its officers and directors 
with a view of finding remedies for the 
situation long before severe damage has 
been suffered.” 
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Next a detailed report of resi 
and liabilities, with an analysis o! 
earnings, was required monthly 
the banks under Mr. Gordon’s su; 
sion. This gives the usual balance 
items and, in addition, the separati 
investments into bonds, stocks, hol 
in investment companies in whic! 
bank has a 51 per cent. interest, 
other salient features. 

The banks were classified into our 
groups, A, B, C and D. The A beaks, 
those in excellent condition, need nly 
the annual examination required by | iw. 
The B banks, while in good condit on, 
require some additional attention. ‘he 
C banks, those in fair condition, reg «ire 
careful study and are examined at | ast 
twice a year. The D banks are | 
for examination: every three m«¢ 
until conditions have been rectifiec 
the bank has been determined upon as 
hopeless. 
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CAUSES OF FAILURES 


While the business depression and the 
consequent withdrawal of deposits {or 
needs of depositors has depleted the cash 
supplies of banks to a point below leyal 
reserves, Mr. Gordon finds other factors 


contributing to bank closings. He lists 
“excessive investments in and loans on 
real estate,” bank loaning policy, de- 
falcations, management, public hysteria 
and “too liberal a policy in the granting 
of bank charters.” 

“A survey of the state and national 
bank failures clearly reveals today that 
it is quite evident that the public is not 
of the opinion that one system is any 
safer than the other or that the United 
States Government affords any greater 
protection to depositors than do the 
state governments. Since both 
the state and the national banking offi- 
cials are charged with similar responsi- 
bilities they, in turn, should have com- 
mon objectives and should work to- 
gether in the accomplishment of them. 

“Conferences between the local state 
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FEDERAL RESERVE BANK 
Cleveland 


BANK OF MANHATTAN TRUST 
COMPANY ew York 


Your bank, too, can enjoy the 
same skill and experience in 
vault manufacture and construe- 
tion that have made the name of 
YORK preeminent throughout 
the world. We will gladly confer 


with you regarding the size and 





: type of vault your bank requires. 
FIRST UNION TRUST & SAVINGS x ¢ CHASE NATIONAL BANK 
BANK Chicago 


New York 


YORK SAFE AND LOCk CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS 
BALTIMORE SAN FRANCISCO 
BOSTON NEW HAVEN 
PHILADELPHIA HOUSTON 

SEATTLE CHICAGO 


CLEVELAND HONOLULU 
WASHINGTON PARIS 
LOS ANGELES HAVANA 
PITTSBURGH TOKYO 

MONTREAL SHANGHAI 


AND BURGLAR PROOF SAFES AND CHESTS 





Bankers Guide Book 


By W. R. Morenouse 


is just off the press 


1072 pages 136 chapters 


Over 4000 questions and answers 
on banking, of which 1500 are 
legal with citations 


Acclaimed the most useful book of general 
interest to bankers ever written 


THE author needs no introduction to readers of THE BANKING Law JouRNaI 
Mr. Morehouse is the author of seven books on banking—among them the 
original Bankers Guide Book, purchased by 22,000 banks. Now comes the 
new Bankers Guide Book with over three times as many pages (1072 to be 
exact) and it “fits the pocket.” 

AN introductory edition will sell at $5 a copy (less than 3 cent a page) then 
the price goes up to $10 (less than 1 cent a page) 

We have a limited number of copies of the introductory $5 edition set aside 


for immediate delivery. Send us your order now and save $5. 


ORDER BLANK- - - - 


BANKERS PUBLISHING Co., 
Book Dept 465 Main St., Cambridge, Mass 


Please send me, postpaid, a copy of the new ‘‘Bankers Guide Book,’’ for which I will 
end you my check for $5 on receipt of your bill 


Name. 
Bank or Firm 


Address... 








EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


ing ofhcials ofh- 


and the national 
permitting an exchange of 
of data will go far toward the solu 
of the problems at hand. Such a 
perative spirit, together with the 
eral Reserve System, will praduce a 
which should have at its 
mand factual information which 
iid make for a common effort to 
ntain the stability of the banking 
ition as a whole.” 


idea 5 


mvirate 


While he does not favor the passage 
all the banking bills now being sug- 
l 


ted and says that legislation is not a 
vacea for all banking ills, “it can, 
plemented by management, 
greatly strengthen the banking  struc- 
With this thought in mind, the 
nnsylvania State Banking Department 
ler Mr. is compiling the 
nking laws of all the states for com 
rison with those of Pennsylvania, so 
it the best may be taken from all of 
m for that state. A record of needed 
islation is also being compiled based 
on the department's contacts with banks 
during the last year and as a result of 
analysis of the closed banks. Among the 
legislation suggested are such points as 
prohibition of stock purchases by banks, 
limitation of bond purchases to issues of 
the highest character, curtailment of in 
vestments in bank buildings, and im 
proved legislation with respect to grant 
ing bank charters. 


GOL »d 


CG rd yn 


LIQUIDATING BANKS 
One of the important duties of the 
Secretary of Banking during the last 


New York City 


few years has been that of liquidating 
closed banks. To this, too, Mr 


has applied business methods. 


Gordon 


He Says: 


was to divide the 
An outstanding 


“My conclusion 
state into five districts. 
man in each district was licensed as a 
private banker. Wherever a bank had 
uthcient cash to warrant a payment ot 
from 5 to 15 per cent. I sold the cash ti 
the private banker who in turn was 
bliged to redeposit it in an active bank 
designated by me. This plan made it 
possible for us to pay out approximately 
$17,000,000 between October 15 
May 15. In the case of several banks, 
payments to depositors have been made 
seventy-two days after the banks 


and 


had 
closed. 

“A liquidating division estab 
lished by the department so that a cen 
tralized control might be maintained 


over all banks in possession.” 


Was 


outstanding bankers, invest 
ment experts and business men 
drafted from each of the five districts 
and in each district committees were 
formed on investments, real estate, con 


a 
Twelve 
Were 


mercial paper and collateral loans, with 
experts in each of these fields as mem 
bers. With each of these committees 
functioning “the Department of Bank 
ing with its gigantic task is liquidating 
banks on the most economical basis pos 
sible, commensurate with an_ orderly 
and business-like procedure. Conse 
quently the assets are being conserved 
to make possible the greatest return to 
the der sitors. 





Banks and the Public 


N banks, public relations take two 

forms, the relations between banks 

as they may affect the public, and 
the relations between banks and their 
own depositors. 

“Proper relations with the public are 
best fostered,” G. Fred Berger, treasurer 
of the Norristown-Penn Trust Com- 
pany, Norristown, Pa., told members of 
the New Jersey Bankers Association at 
their annual convention, “when the 
banks themselves give evidence of a 
policy of unified action on mutual prob- 
lems. If anything can be cer- 
tain, it is that the public is entitled to 
have its funds protected by co-operation 
between banks on problems having the 
nutual safety of all banking as their 
basis.” 

The banks in metropolitan areas use 
their clearing-house associations for this 
purpose, and similar associations would 
be valuable to country bankers, but “for 
some unknown reason our country 
bankers seem to lack confidence in one 
another. Just how bankers can justify 
in their own minds the confidence they 
desire their depositors to have in them, 
it is dificult to understand, when their 
own lack of confidence in the integrity 
and honesty of purpose of their com- 


petitors is so apparent.” 


As regards relations between banks 
and their depositors, Mr. Berger says: 


“In our advertising we are, without 
doubt, doing a good job in institutional 
advertising for good-will and also in ad- 
vertising the services we have to offer, 
which after all are our ‘stock in trade.’ 
It has been said, and I believe rightly 
so, that what a bank really accomplishes 
in its advertising is the sale of the bank’s 
name. Whether we accept that theory 
or not, is there any good reason why, in 
our advertising, we should not use copy 
during certain portions of the year 
which would tell the story of banking 
in language the layman can understand? 
I am afraid that a good part of our 
trouble lies in the fact that, like many 
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professors and instructors, we know 
subject so well that we presume 

everybody knows it as well and we 

ceed in our advertising copy to act 
that presumption and ‘talk over 
heads’ of our prospects. If we will 
member that the average reader of 
advertising does not understand bi 
ing, we will have much to offer that 
not only sell the name of the bank, 
create a better understanding of bi 
ing.” 

Few of the banks outside of 
metropolitan areas have representat: 
in the field except perhaps in connect 
with the trust department. This 
rows sales contacts to directors, oif 
and employes. 


“If our directors are the type of n 
they should be, they will, for the m 
part, be busy with their own affairs. \ 
often hear bank officers complaining 
the lack of co-operation of directors 
obtaining new business. In most ca 
the real difhiculty is with the officers. 
is their job to be in touch with possil 
contacts and then when of th 
prospects needs the finishing touch, a 
director contact can often be made to 
assist in closing the business. Directors 
can also aid in providing introductions 
for officers which often make easier t 
obtaining of the desired result. 

“If a bank has a number of officers 
all of them will, no doubt, have their 
specific duties to perform. In carrying 
out this routine it requires real planning 
to make them not only sales conscious 
but also to train them to use language 
in their contacts with the public which 
the customers of the bank will unde: 
stand.” 


one 


Mr. Berger suggested that meetings 
of officers be held at regular intervals to 
discuss a‘bank’s selling problems and re 
minded the bankers that “the general 
public locks upon a bank employe as 
ne who should know banking and b: 
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Are you fi Ww 
can materially aic nvestors in 
The National Statistical Service, 
rendering inve ent curity appr 
pioneers in the investment cour nel 
We have no securiti for sale 
yur clie 
Our b 
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National ‘Sentie sties l Service. 
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problems? Cc 
their diff 
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nt and 


ompete in men yunsel 
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one of its 

ounsel 


rofession 


ests 


pal and Income” 


Investment Counselors 


99 Wall Street . 


g questions. That 
employes are not able to answer 
stions about their bank intelligently 
ostly our own fault.” In addition 
the American Institute of Banking 
rses, employes should be given in- 
nation about the strength and ser- 
s of the bank for which they work. 
Some of us lose sight of the fact that 
employes make many more contacts 
our customers than do our officers, 
if it is true that present customers 
the best prospects to use other ser- 
s, then we have another important 
son for educating our employes as to 
safety and stability of their bank and 
laining to them the 
red and how they may 
gular staff meetings at 
tils are made clear are a 
adjunct to 
iking.” 
When it comes to general publicity, 
st banks, Mr. Berger thinks, make the 
stake of having too many spokesmen. 
‘All banks of any size should have 
person whose responsibility it sh ould 
not only to make whatever state- 
nts should be made to the press, bu 
have what is some 


news. All 


to answer bankin 


various services 
best be sold. 
which such 
most 


neces- 


present-day successful 


L 


1 
9enings to directors, 


times called a ‘nose 


- New York City 


which may create a 
bank should 
Such events 
papers are 


ofhcers or employes 
favorable reaction for the 
find their into print. 

should be news and most 
glad to use them. When a 
timely piece of advertising copy is ap 
pearing having to do with some move 
important to well 
directed contact may bring valuable edi 
torial comment. All this type of material 
must ] 


way 


particularly 


ment everybody, a 


have a real general news valu 
or it will not be used by the press. A 
well trained publicity representative 
to carry authority one of the senior \ 
cers of the bank should do it—will 
foster carefully his contacts’ with the 
press and be careful never to overstep 
the bounds of aia ee asking as 
publicity which is not. of 
value as general news. 

“Let us not forget that we « } 
faced with the need, not only of re- 
building the confidence of the public in 
banking, but with the keenest kind of 
‘ompetition for the dollars which 
formerly deposited in savings accounts. 
Instalment selling, 
forms, unit investments 
thers, are here to stay and we 
recognize the fact and 


4, 


something 


were 
Insurance 1n Many 
and many 
must 


regulate our 





Holding the Line for the Unit Bank 


HARGING that proponents of 

branch banking have used the 

numerous bank closings of the 
last few years as a misleading argument 
against unit banks, Harry B. McDowell, 
vice-president of the McDowell Na- 
tional Bank of Sharon, Pa., called upon 
members of the Pennsylvania Bankers 
Association, at their annual convention 
in Pittsburgh, to fight the adoption of 
that section of the Glass bill which 
would legalize it. 

“If unit bankers want to preserve 
their business and if this nation of ours 
wants to have any semblance of indi- 
vidual liberty left,” he said, “unified 
control of financial processes through a 
national system of branch banks must 
be prevented.” 

And the unit bankers must do the 
work themselves. City bankers, Mr. 
McDowell declared, are interested only 
academically in the question, for they 
know they cannot be hurt by branch 
banking and a widening of their field 
may be of value to them in the future. 
The public has only one interest—that 
banks stay open. “Unit bankers who 
want to preserve their business cannot 
pass the buck to anyone. We must do 
the work ourselves.” 

Mr. McDowell cited a number of 
nationally read publications in which 
articles had appeared pointing to the 
weakness of the unit banks and of the 
country banks in particular, saying: 

“One of the most important omissions 
was that all failures of groups and 
chains were placed in the unit bank 
failure column. Not one official word, 
even yet, has appeared concerning the 
extraordinary failures centering about 
Louisville, Ky., where a group operat- 
ing under the guidance of Rogers Cald- 
well carried down almost one hundred 
banks. Another group in Georgia car- 
ricd down thirty-two banks. Nor has 
much been said about branch bank ex- 
periments in New York where many 
consolidations took place and the fatlurc 
of the Bank of United States carried 
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down more than fifty-seven corpora 
tions; or of the Bankers Trust Company 
in Philadelphia, with its twenty-one 
branches; or of Toledo, Canton, Youngs- 
town, Ohio; New York, Boston, Chi- 
cago, Louisville and other cities where 
branch or group banking is established. 
The assets tied up by these failures are 
of far greater amount than those of all 
the failed country banks put together. 
The contrast between these totals in the 
Eastern states is particularly impres 
sive.” 

What the public might actually have 
been told, said Mr. McDowell, instead 
of being fed on propaganda concerning 
the failures of “country banks” when 
those in Chicago, Pittsburgh, New York 
and Philadelphia were closing, “was the 
course of procedure within the ‘big 
tent, meaning, of course, those unavoid- 
able ceremonies within the larger 
groups, where ‘shotgun weddings’ of 
banks took first place in the order of the 
day’s business.” 


CAUSES OF FAILURES 


Liberality in the granting of charters 
is one seat of the trouble, in Mr. Mc- 
Dowell’s opinion. “The record shows 
that North Dakota had one bank for 
every 750 of its inhabitants and Iowa 


one for every 1400. The situation in 
these states was not exceptional.” He 
cited as further causes of bank closings, 
the Federal Reserve Act, which removed 
from city banks the cost of the transfer 
of funds and placed it upon country 
banks by denying the latter the right 
to charge for checks drawn on them and 
sent for collection by their city corre: 
spondent banks. “Another contributinz 
cause for uncertainty and bank failures 
has been the interference of the Federal 
Government in loaning money through 
the Federal Farm Loan Banks and Joint 
Stock Land Banks, which have dumped 
surplus funds in prodigious quantity 
into agricultural sections, at the same 
time hampering the banks in their abil- 
ity to loan money safely.” 
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“It is pertinent to recall,” said Mr. 
McDowell, “that the same sequence of 
events—namely, the World War, fol- 
lowed by the boom of 1919 and part of 
1920, and the collapse of 1920 and 1921 
—which undermined a great many of 
our agricultural banks, also undermined 
great branch banking systems in many 
parts of the world. These failures in- 
clude a great bank in Denmark; a great 
bank in Canada with 400 branches; the 
Banque Industrielle de Chine in China, 
with its wide-spread branches; the Banco 
di Sconto in Italy with branches spread 
all over that country; and more recently 
the collapse of great branch banking 
systems in Japan and Austria. In all 
parts of the United States the great bulk 
of unit banks, as measured by resources, 
survived the shock and in every state 
the majority of unit banks in number 
and resources stand intact. As a matter 
of fact, despite the present business re- 
cession, more than 95 per cent. of all 
bank resources are still intact.” 

The case of Canada, where no banks 


have failed during the current business 
depression, was mentioned by Mr. Mc- 


Dowell along with other countries 
where branch banking is practiced. 

“When folks point to the success of 
Canadian branch banks, I suggest that 
they go up to the Lakes and follow 
along the American side and then re- 
turn on the Canadian side. There is 
the same climate, the same natural re- 
sources, and about the same kind of 
people. But the difference in the 
growth and development of the two 
countries is startling. The strangulation 
that comes of branch bank control is at 
once apparent. 

“If you ask why the branch system 
has survived in Germany, the answer 
is found in the fact that since the re- 
organization of February 28, 1932, the 
Reich has supplied 90 per cent. of the 
capital of one bank, 70 per cent. of the 
capital of a second bank and 70 per cent. 
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of the capital of a third bank. The 
Reich controls the largest bank with the 
most extensive branch system. Of five 
most famous banks, only three remain 
and the only banks in Germany which 
did stand up were the unit banks, which 
have not required government assistance. 

“If you want to find out why they 
survived in France, examine the French 
government Treasury figures showing 
that the government absorbed the loss to 
French banks occasioned by England’s 
going off the gold standard. 

“And then go to Japan and you will 
find that the Japanese branch banking 
system survived the war period of 1914 
only to collapse in 1921 and later.” 


MUST BE CHANGES 


Mr. McDowell agrees that there must 
be changes in banking law. “There 
should be a restriction on the number 
of charters that can be issued. The 
capital stock required should be in- 
creased so as to eliminate entirely the 
very small bank. I do not see why a 
code containing the fundamental prin- 
ciples of bank organization and man- 
agement could not be gotten together, 
which would be universally adopted by 
the states in much the same manner as 
the Negotiable Instruments Act was 
adopted, and in much the same manner 
as the collection code is now being 
adopted. There are certain principles. 
which are so fundamental that they 
could be included in such a code and 
there would probably be very little diffi- 
culty in securing the adoption of the 
code in all states. If the same funda- 
mental principles were the basic law of 
both the, Federal and state banking de- 
partments, a uniformity could be had 
which would be of value in strengthen- 
ing the unit system of banks. Supervis- 
ing agencies should be strengthened and 
enlarged so that complete examinations 
and honest and fearless bank direction 
could be applied.” 
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Should Banks Advertise by Radio? 


HE radio as a medium for finan- 
cial advertising was ably discussed 
at the recent convention of the 
American Institute of Banking by Peter 
Michelson, manager of advertising aid 
publicity, Bank of America National 
Trust and Savings Association, Cali- 
fornia. 

“I have never discussed radio adver- 
tising with a bank group,” said Mr. 
Michelson, “that someone did not raise 
the question ‘Is it dignified for a bank 
to go on the air?’ 

“We need not concern ourselves with 
the question of dignity. Dignity—I 
would give my radio listeners “A Hot 
Time in the Old Town’ if that would 
convey my message better than the aria 
from Aida. Good taste and common 
sense are the prime considerations in 
presenting a bank program to the family 
group.” 

The important thing, in Mr. Michel- 
son’s opinion, is that bankers become 
articulate, that they realize that if banks 
are to be explained to the public all the 
recognized and proved forces of modern 
publicity must be put to work. 

“Radio, which has been described as 
the new dimension of advertising, has 
its part—a very important part, too—in 
a program of the scope and character of 
this one. But right now let me say that 
neither I nor the institution I represent 
believe that radio could do the whole or 
even the major portion of the advertis- 
ing job. In fact, I would go even 
further by saying that we consider our 
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newspaper advertising, with its constant 
appeal through repetition, as the back- 
bone of the campaign.” 

The Bank of America’s advertising 
program is directed toward allaying 
fear and encouraging people to resume 
their normal habits of living and buy- 
ing the things they need. It has as its 
slogans, “California Can Lead the Na- 
tion to Sound Prosperity,” and “Back 
to Good Times.” 

For the radio part of this campaign, 
a special announcer was selected, a con- 
cert orchestra organized, and musical 
numbers selected which would be sym- 
pathetic with a confidence-building pro- 
gram. A number of prominent citizens, 
proved speakers, representing a wide 
range of interests and coming from 
various parts of the state, were selected 
to sponsor the movement by delivering 
the talks. 

“Following proved advertising pro- 
cedure the key messages were repeated 
each week—variation being obtained by 
changes in the method of presentation 
and in the musical programs. As an 
additional variety feature, special guest 
artists were added from time to time. 

“The radio talks of the various speak- 
ers were reprinted in folder form for 
distribution to the public through the 
branch banks. The radio programs 
carried a statement that these talks could 
be secured from any of the bank’s 
branches. From ten to fifty thousand 
folders of each address have been dis- 
tributed in this way.” 
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The other forms of advertising were 
also used in the campaign. The same 
general message, briefed to fit the par- 
ticular medium, was used in newspapers, 
on billboards, in lobby and store dis- 
plays, and in direct mail solicitation. 
Most of them also carried announce- 
ments of the radio programs, to build an 
audience. 

The climax of the campaign came 
with the “Back to Good Times Lunch- 
eon,” which was held simultaneously 
in Los Angeles and San Francisco, both 
groups united by radio. 

Now for the results. “The radio 
programs,” said Mr. Michelson, “have 
demonstrated their ability to deliver a 
lengthy message which tells the bank’s 
story more fully and completely than 
could be done in other forms of adver- 
tising. But the greatest result of all 
has been the development of a spirit of 
healthy co-operation and the determina- 
tion upon the part of Californians to 
see the depression through at all costs.” 
He spoke of the display cards prepared 
by the banks, and exhibited in 11,268 
California stores. Finally, he said, “we 
have had numerous instances of people 
bringing in sums ranging from $1000 
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to $20,000 in currency for deposit with 
us, and, what is more remarkable, they 
have told us that their action has been 
prompted by our newspaper campaign 
or by our radio programs. Other bank- 
ers have related to us similar experiences 
of their own prompted by our advertis- 
ing.” 

The question now remains “Will 
mere words turn the depression?” Mr. 
Michelson answered the question’ with 
another question, “Who so bold as to 
deny the power of words; words con- 
veyed through the ether into a hundred 
thousand homes; honest words that 
breathe a new hope of a better day, 
spread by newspapers before the family 
each morning at breakfast, words vivid 
with color and illustrations on a thou- 
sand billboards and repeated 3000 times 
in street cars and 10,000 times in shop 
windows? 

“Words—mere words—words win 
football games and topple empires. 
Words have sent men by the scores of 
thousands, singing, cheering, laughing, 
to certain death and to oblivion.” Why 
should they not also send them coura- 
geously forward to fight and conquer 
depression? 


Reducing Home Foreclosures 


HE oily, sleek haired, black 
mustached villain of our earlier 


melodramatic literature always 
seemed to hold a mortgage over the 
old homestead, which he was going to 
foreclose to the great distress of the 
honest farmer or workman. Uusually 
he was forestalled, at the last minute, 
by the return of the long lost son, 
now become rich. 

That same villain stalks abroad today, 
but he is now become impersonal, 
and is named “conditions.” Conditions 
have struck fear into many a home 
owner's heart, lest he be unable to 
meet his mortgage payments. 

But he has found a new champion. 
The real estate interests of the com- 
munity (and this includes the mortgage 
institutions and the building and loan 


associations as well as the real estate 
brokers) find it to their advantage to 
help the home owner to avoid fore- 
closure. 

Foreclosure not only takes life sav- 
ings and transforms stable citizens into 
embittered malcontents, it demoralizes 
real estate values in the communities 
and so brings on the loss of other 
homes, makes it impossible for owners 
to borrow on their homes, makes sales 
impossible without heavy loss, and con- 
tributes to the paralysis of trade. 

Realizing these evils, the Philadelphia 
Real Estate Board organized, three 
years ago, a Joint Welfare Commitee 
to prevent unnecessary foreclosures. It 
consists of nine members, realtors and 
building and loan men, who serve 
without. pay, giving to the public free 
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advice on real estate and financing 
problems. 

An example of what the committee 
does: 


“A family with seven children had 
ten acres of ground in Roxborough on 
which they raised chickens. The prop- 
erty was mortgaged for $11,000 and 
the owner was unable to meet the 
interest payments when he appealed to 
the committee. A few years before 
he had been offered $35,000 for the 
property but in the depression was 
unable to sell. The committee found 
a man who was willing to pay off 
the existing mortgage and take a new 
mortgage for $15,000. It also gave 
notice that the property could be 
purchased at a fair price, and as a 
result it was eventually sold for 
$25,000, thus giving the owner a nest 
egg of $14,000.” 


This was possible, of course, mainly 
because of the committee’s wide con- 
tacts with buyers of property. It is 


able to help also because of its influence 


with lenders. For example, a case 
came to its attention where 

“a mortgage institution had de- 
manded a payment of $2000 on a 
first mortgage of $6000. The demand 
nearly drove the owner to suicide. He 
had a wife and four children and 
was earning only $15 per week. The 
committee informed the mortgagee of 
the circumstances by letter and re- 
ceived a prompt reply in which the 
company offered to do anything the 
committee might suggest. It proposed 
that the owner should start making 
payments of $5 a week beginning this 
spring. This was entirely satisfactory 


to the mortgagee and saved the owner's 
house.” 

Sometimes the committee is asked io 
help an owner to protect himself 
against the extortionate practices of 
brokers. Its knowledge of the business 
and the legal rights of the parties is 
particularly helpful in doing this. Take 
the case where 

“a broker had charged a fee of $140 
to place a $500 mortgage, the borrower 
receiving a net of $360 out of the 
transaction. Furthermore, the  bor- 
rower was to repay this loan in sixty 
monthly instalments of $14 each—a 
total of $840 for a net loan of $360, 
which means a charge of $480 for a 
$360 loan. When the owner realized 
how he was being gouged he refused 
to go through with the deal. Then 
the broker put on record a judgment 
note for $75 which he attached to the 
application without the knowledge of 
the owner. The owner asked the com- 
mittee to intercede and have the judg- 
ment satisfied of record. The com- 
mittee went a step further by prosecut- 
ing the broker for unethical practices.” 


Thus in one way or another the 
committee has helped in 85 per cent. 
of the 3500 cases submitted to it in 
the three years of its existence. It is 
a service disinterested in nature and 
far reaching in its healthy social con- 
sequences. The success of the plan has 
raised hopes that it will be adopted 
in other communities. A complete de- 
scription of the plan has been published 
by the Department of Commerce, and 
can be had without charge by writing 
the Division of Building and Housing, 
Bureau of Standards, of that depart- 
ment, at Washington, D. C. 





Convention News 


MICHIGAN BANKERS MEET 


A REQUEST for the clarification of the Fed- 
eral tax on checks and a recommendation | 


that stamps be used in collecting the tax were 
among the resolutions adopted by the Michi- 
gan Bankers Association at its annual meeting 
last month at Mackinac Island. John C. 
Hicks, president of the Clinton County Sav- 
ings Bank, St. Johns, was elected president 
of the association for the coming year; Ralph 
Stone, chairman of the board of the Detroit 
Trust Company, was named first  vice- 
president; Herman C. Wagner, executive 
vice-president Hackley Union National Bank 
of Muskegon, second vice-president; Kenneth 
M. Burns, executive manager; B. P. Taggart, 
vice-president and cashier Citizens Trust & 
Savings Bank of Sturgis, treasurer; and W. B. 
Cudlip of Detroit, general counsel. 


J. D. RUSSELL HEADS KENTUCKY 
BANKERS 


J. D. RussELL, president of the First-Owens- 
boro Bank and Trust Company, Owensboro, 
was named president of the Kentucky Bankers 
Association for the coming year, at the an- 
nual meeting of the association in Lexington 
last month. E. L. Ball of Bedford was named 
treasurer, and Harry G. Smith of Louisville 
was re-elected secretary. 


ANNUAL MEETING OF VIRGINIA | 


BANKERS 


At the annual meeting of the Virginia Bank- 
ers Association in Old Point Comfort last 
month, Samuel W. Keys, cashier of the Bank 
of Glade Spring, Glade Spring, was elected 
president to succeed F. S. Irby, head of the 
Bank of Lunenburg. S. H. Plummer, of 
Newport News, was elected vice-president, 
and Thomas D. Keal and G. W. Beerbower 
were re-elected treasurer and secretary, re- 
spectively. 


MAINE BANKERS HOLD ANNUAL 
MEETING 


Orricers for the Maine Bankers Association 
were elected at the annual meeting of the 
association in Poland Springs last month, as 
follows: President, E. H. Morrison, treasurer 
Wilton Trust Company, Wilton; first vice- 
president, E. E. McFarland, cashier Mer- 
chants National Bank of Bangor; second vice- 
president, George J. Wallingford, treasurer 
Lewiston Trust Company, Lewiston; secretary, 
E. S. Kennard, vice-president and cashier of 








the Rumford National Bank, Rumford; and 
treasurer, George C. Fernald, secretary and 
treasurer of the State Trust Company of 
Augusta. 


WISCONSIN BANKERS MEET 


L. L. LUNENSCHLOss, vice-president Security 
State Bank of Madison, was elected president 
of the Wisconsin Bankers Association for the 
coming year, at the annual meeting held last 
month in Milwaukee. Other officers elected 
are: Vice-president, Robert B. Wood, presi- 
dent Adams County State Bank, of Adams; 
treasurer, John V. Berens, cashier First Na- 
tional Bank of Stevens Point. 


COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION, Los 
Angeles, October 3-6, 1932. Executive man- 
ager, Fred N. Shepherd, 22 East 40th street, 
New York City. 


CALIFORNIA BANKERS ASSOCIATION, Pasa- 
dena, 1933. Secretary, Andrew Miller, 632 
Mills Building, San Francisco. 


FINANCIAL ADVERTISERS ASSOCIATION, Chi- 
cago, September 12-15. Executive secretary, 
Preston E. Reed, 231 South LaSalle Street, 
Chicago. 


Bank Buildings 


Their Design, Construction and 
Equipment 


§ Our many years of experience in designing 

bank buildings, and in so planning interiors 
as to secure maximums of convenience and effi- 
ciency, qualify us to perform these services for 
you promptly, perfectly and economically. 

We are continuously engaged in bank de- 

signing, modernizing and reconstruction 
work in New York City and throughout the 
country, and are thoroughly familiar with all 
requirements for the most up-to-date banking 
facilities. 


Booklet sent upon request without 
obligation 
CHAS. A. HOLMES 


Successor to 


HOLMES & WINSLOW 


BANK BUILDING SPECIALISTS 
Established 20 Years 


153 E. 38th Street - New York 
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INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, W. Va., October 22-26. 
Headquarters, Greenbrier Hotel. Executive 
vice-president, Alden H. Little, 33 South 
Clark Street, Chicago. 


Iowa BANKERS ASSOCIATION, June 19-21, 
1933. Secretary, Frank Warner, 430 Liberty 
Building, Des Moines. 


Kansas BANKERS ASSOCIATION, Salina, 
1933. Executive vice-president, W. W. Bow- 
man, Topeka. 


Mip-ConTINENT Trust CoNFERENCE, Mil- 
waukee, Wis., November 17-18. Under the 
auspices of the Trust Division, American 
Bankers Association. 


Missour!I BANKERS ASSOCIATION, May 16- 
17, 1933. Secretary, W. F. Keyser, Sedalia. 


Morris PLAN BANKERS’ ASSOCIATION, 
Washington, D. C., September 29-October 1. 


MortGAGE BANKERS ASSOCIATION, Niagara 
Falls, N. Y., October 11-13. Secretary, Wal- 
ter B. Kester, 111 West Washington Street, 
Chicago. 


NEBRASKA BANKERS ASSOCIATION, Omaha, 
November 3-4. Secretary, William B. Hughes, 
908 Woodmen Building, Omaha. 


OKLAHOMA BANKERS ASSOCIATION, Okla’ 
homa City, May 23-24, 1933. Secretary, 
Eugene P. Gum, 907 Colcord Building, Okla- 
homa City. 


Paciric Coast Trust CONFERENCE, Los 
Angeles, September 29-October 1. Under the 
auspices of the Trust Division, American 
Bankers Association. 
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Reserve City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. 


Savincs BANKS ASSOCIATION OF Maine, 
Lakewood. September 7-8. 


Savincs BANK ASSOCIATION OF Massa- 
CHUSETTS, Swampscott, Mass., September 
15-17. Headquarters, New Ocean House. 


Savincs BANKs ASSOCIATION OF NEW 
York, Rye, September 21-23. Headquarters, 
Westchester Country Club. 


Unitep STATES BUILDING AND LOAN 
LeaGuE, French Lick, Ind., September 1-3. 
Executive manager, Morton Bodfish, 59 East 
Van Buren Street, Chicago. 


WYoMING BANKERS ASSOCIATION, Rawlins, 
September 2-3. Secretary, Kathleen Snyder, 


Wyoming Trust Company, Casper. 


WW 


EXPLANATION OF TAX ON 
STOCKS 


Hoit, Rose & Troster, bank and insurance 
stock dealers of New York, have published a 
special circular giving a complete explana- 
tion of the new schedule of Federal and state 
taxes on bank and insurance company stocks. 


NAMED VICE-PRESIDENT 


Henry G. WarLAnpD has been appointed as- 
sistant vice-president of the Bank of Man- 
hattan Trust Company, New York. He will 
be at the 43rd street office. 





Review of the Month 


A Survey of Current Banking and Business Developments 


somewhat more favorable _ this 

month, though the banking in- 
stitutions retain their customary con- 
servatism in their monthly bulletins. 
The Bankshares Review, publication of 
the Wisconsin Bankshares Corporation, 
Milwaukee, in its July 20 issue, for ex- 
ample, surveys business trends thus: 


Rismest of business conditions are 


Improvement in the international outlook 
and the general trend toward easier money 
markets have not as yet had the effect on 
domestic business that might have been ex- 
pected. It not infrequently happens, how- 
ever, that while financial factors are gaining 
strength, industrial and distributive condi- 
tions continue stagnant for a time. This has 
been the case during the last few weeks. 

Deflation appears in recent weeks to have 
lost a good deal of its momentum. Security 
markets have been fluctuating within narrow 
ranges and commodity prices have displayed 
incipient strength, particularly as to _live- 
stock, sugar, cotton and petroleum. Belief 
that commodity prices will rally before the 
year is out is strengthened by the extraordi- 
narily low rate of industrial operations and 
the small stocks of finished goods which are 
being carried. 

The downward drift of business of late has 
been accentuated by the dullness which is 
characteristic of midsummer. Recoveries in 
business seldom get started in the summer 
months, but commonly coincide with spring 
or fall seasonal movements. The spring sea- 
sonal revival was scotched by political reck- 
lessness in Congress and nervousness over 
gold withdrawals. At present time, the world 
outlook is more favorable and the money 
market is easy and free from pressure. It 
seems possible, therefore, that seasonal in- 
fluences will have freer scope in the fall 
than they did last spring. 


LIVESTOCK 


The rise in the price of cattle and 
hogs, which has been widely mentioned 
as a possible sign of approaching better 
times, was characterized as “refreshing 
as a cool breeze on a hot afternoon” by 
the Northwest Bancorporation Review, 
published by the Northwest Bancorpora- 
tion of Minneapolis, in its July 20 issue. 
Says the Review: 


Upturns in the prices of cattle and hogs, 
now mildly reactionary, continued almost 
without cessation for about a month. In the 
former division the rise was confined largely 
to fed cattle of which class there was but a 
moderate supply, and prospects are for a con- 
tinuance of small receipts as relatively few 
cattle have been going to feed lots for further 
finish. Coming of oppressively hot weather 
in the second week in July, and the resulting 
smaller consumer demand, was a cause of set- 
back to the advance. : 

Six months’ receipts at seven principal 
markets were 3,225,500 cattle this year 
against 3,712,000 in the first six months of 
1931, a decrease of 13 per cent. During 
the same period there was a decline of ap- 
proximately 30 per cent. in reshipments to 
country points from the seven markets. Re- 
ceipts of hogs during the first half of 1932 
also declined—7.4 per cent. in seven markets 
up to July 15 compared with the same period 
in 1931—and there was a decline of ri? 
per cent. in receipts of sheep. The advance 
in hog quotations has been more pronounced 
than the price rise in weighty steers, but it 
also received a setback in the week ending 
July 14. New highs for the season were 
reached at all western markets, and the top 
or near-top price of $5 was paid at Omaha, 
Sioux City and South St. Paul markets. As 
for the recent decline, to follow the Omaha 
report, July 14, prices are still substantially 
above the recent lows, the top being $1.85 
over the record bottom of $2.90. 


SECURITIES MARKET 


The cheerful tone which the cattle 
and hog market has been giving to the 
agricultural regions, the securities mar- 
kets have been supplying to the metro- 
politan districts. One New York City 
newspaper reports that, as a result of a 
week's rise in prices on the New York 
Stock Exchange, amusement places in 
and near the city are enjoying much 
larger crowds. Here is what the Guar- 
anty Survey, publication of the Guaranty 
Trust Company of New York, has to 
say about the securities market in its 
July 25 number: , 


The securities market in July has presented 
the most encouraging picture in months. The 
gloom and feeling of hopelessness, which be- 
gan to lift in June when this country de- 


199 





THE BANKERS MAGAZINE 


THE 
AMERICAN 
slong 3 
275 ROOMS 
WITH BATH 
$2.00 up 


ANNEX 


226 ROOMS 
WITH BATH 
$1.50 Up 


MARKET ar SEVENTH 


The 
AMERICAN ANNEX 
MARKET at SIXTH 


Our Food has made 


our Reputation 
COFFEE SHOP OPEN 
UNTIL MIONIGHT 


cisively demonstrated that it could meet 
promptly all demands for gold, were further 
dispelled by favorable developments at 
Lausanne and London, the adjournments of 
Congress after the passage of a constructive 
relief bill, and the sharp advance in the prices 
of certain commodities. The bond market 
has been firm throughout, with foreigns es- 
pecially strong; and the stock market, al- 
though unable to carry forward appreciably, 
has displayed a better tone. 


PRODUCTION AND EMPLOYMENT 


The August 1 Business Review of the 
Third Federal Reserve District (Phila- 
delphia) reports concerning production 
and employment throughout the country 
as follows: 


Industrial activity decreased further from 
May to June by somewhat more than the 
usual seasonal amount and there was a con- 
siderable reduction in factory employment 
and payrolls. The general level of com’ 
modity prices advanced between the middle 
of June and the middle of July, reflecting 


chiefly a rise in the prices of livestock and 
meats. 

Volume of industrial production as mea- 
sured by the board’s seasonably adjusted 
index, declined from 60 per cent. of the 
1923-25 average in May to 59 per cent. in 
June. There were large decreases in output 
in the steel. coal and meat-packing industries, 
while at automobile factories a daily average 
production showed a smaller decline than is 
usual at this season, and at woolen mills ac 
tivity increased, contrary to seasonal tendency. 
Consumption of cotton by domestic mills 
showed the usual seasonal decline. 

At manufacturing establishments there was 
a further reduction of 3.6 per cent. in the 
number of employes and of 7.8 per cent. in 
earnings between the middle of May and the 
middle of June. Decreases in employment 
were general, with the exception of the auto- 
mobile and tobacco industries, and of sea- 
sonally active industries, such as vegetable 
and fruit canning and the manufacture of ice 
cream. The largest decreases were in the 
steel, textile, chemical and machinery indus- 
tries and at railway repair shops. 

Daily average value of building contracts 
awarded, as reported by the F. W. Dodge 
Corporation, declined in June but increased 
in the first half of July. 

Department of Agriculture estimates as of 
July 1 indicate a corn crop of 3,000,000,000 
bushels, the largest since 1923; a winter 
wheat crop of 432,000,000 bushels, 45 per 
cent. smaller than last year and 21 per cent. 
less than the five-year average; a spring wheat 
crop of 305,000,000 bushels, three times as 
large as last year and slightly larger than the 
average; and a tobacco crop one-fifth smaller 
than usual. 


IN THE FIFTH DISTRICT 


In the Fifth Federal Reserve District, 
which includes Maryland, Virginia, West 
Virginia and the Carolinas, “develop- 
ments of the last month in business were 
chiefly seasonal,” according to the 
Monthly Review of the Federal Reserve 
Bank of Richmond for July 31. Re 
garding the textile and cotton conditions 
the Review says: 


Textile mills restricted operations further 
in June, some mills closing for several weeks, 
but there has been some increase in opera- 
tions in July and most of the mills which 
closed last month are now running part time. 
Nearly all textile mills are working on ma- 
terially restricted schedules, to prevent ac- 
cumulation of goods in their warehouses. 
Cotton prices rose approximately a cent a 
pound last month, but are still much lower 
than prices at this time last year. Official 
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acreage figures for this year’s cotton crop 
show a reduction of 9.5 per cent. for the 
country as a whole, but this reduction ap- 
pears inadequate to overcome the effects on 
prices of the large surplus stock of cotton on 
hand to be carried over into the new cotton 
year. 
IN CALIFORNIA 


The Business Outlook of the Wells 
Fargo Bank & Union Trust Co., San 
Francisco, for July 20, describes trade 
conditions in California as follows: 


Automobile sales in California during the 
first half of the year showed decreases from 
the same period of 1931, amounting to 52 
per cent. in the case of passenger cars and 
48 per cent. for commercial vehicles. June 
sales this year, contrary to seasonal tendency, 
increased sharply over May—47.4 per cent. 
for passenger cars, 17 per cent. for com- 
mercial cars. Deliveries of new model Fords 
accounted for most, but not all, of these 
gains. 

Department store dollar sales volume in 
June was 26.4 per cent. below 1931, and the 
first half-year volume was 22.9 per cent. 
lower, about the same percentage decreases 
as reported for the nation as a whole. De- 
partment store inventories at the beginning 
of June showed further reductions from a 
year ago, the decreases ranging from 16 per 
cent. to 29 per cent. Wholesale business in 
California declined from April to May in 
greater degree than seasonal, and averaged 
28 per cent. less in dollar volume than in 
May, 1931, the smallest declines being re- 
ported by drugs, groceries, automobile sup- 
plies and paper and stationery. 

Life insurance sales in California are con- 

tinuing at higher levels than they are in 
other leading states. For the first five months 
of the year they show a decrease of only 10 
per cent. from 1931, in contrast with a 16 
per cent. national decline. 
_ Bank debits at fourteen principal Cali- 
fornia cities totaled $1,503,778,000 in June, 
a decrease of 30.8 per cent. from a year ago. 
The decrease for the first half of 1932 
amounted to 29 per cent. 

The effect on business in California of 
generally reduced purchasing power has 
probably been aggravated by the state-wide 
lateness of crops in coming to maturity, thus 
postponing agricultural buying. 


Wd 
BANK STOCKS HIGHER IN JULY 


New York City bank stocks advanced more 
than 3 per cent. in value during the week 
ended July 22, based upon averages compiled 
by Hoit, Rose & Troster, New York. The 


aggregate value of sixteen leading New York 


Learn Languages 
This Summer 


Personal instruction in French, Spanish, 
Italian, German, English, etc., continues at 
the Berlitz School all summer. 


Our classrooms are always bright, cool 
and comfortable. And the Berlitz Conver- 
sational Method, used by skilled native 
teachers, assures satisfactory results. 


Private and Class Instruction Day and 
Evening. We prepare for all language ex- 
aminations. Ask for catalog. 


CLASSES FORMING EVERY WEEK 


Elementary, Intermediate and Advanced 
French, Spanish, German, Italian 


REDUCED SUMMER RATES 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Est. 1878 








Branches throughout the world 


Manhattan—30 West 34th St. 
Tel. Pennsylvania 6-1188 
Brooklyn—434 Gold St. (Albee Sq.) 
Tel. Triangle 5-1946 


City bank stocks at July 22 closing prices 
amounted to $1,170,427,000 against an ag- 
gregate value of $1,132,835,000 on July 15, 
and a total of $929,895,000 reported on May 
31, which was the lowest total recorded since 
the 1929 decline started. 

The average yield of the sixteen stocks on 
July 22 was 9.89 per cent., which compared 
with an average yield of 10.21 per cent. 
recorded at the close of the previous week, 
and a record yield of 13.24 per cent. on 
May 31. 

Based upon the July 22 figures sixteen 
issues now are selling at 8.5 times their known 
current earnings, against 8.2 times on July 
15 and 6.9 times on May 31, the record low. 
The current market value of the sixteen issues 
is 0.70 times known book value against 0.67 
times on July 15 and 0.53 times on May 31. 


MANHATTAN CHANGES 


FRANKLIN FIELD, who has been connected 
with the Manhattan Company Group for the 
last several years, has been elected an as- 
sistant cashier of the Bank of Manhattan 
Trust Company of New York. W. A. Rush, 
vice-president and secretary of the bank, has 
been elected secretary of the Manhattan 
Company. 
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JAMES S. ALEXANDER DIES 


JaAMeEs S. ALEXANDER, who retired as chair- 
man of the board of Guaranty Trust Com- 
pany of New York January 1, 1930, died 
last month at his home at the age of 68. 
Mr. Alexander began his business career at 
the age of 13, when he became a clerk in a 
general store in his home town, Tarrytown, 


James S. ALEXANDER 


Former chairman of the board of the 
Guaranty Trust Company of New 
York, who died recently. 


N. Y. Three years later he was offered a 
junior clerkship in the Tarrytown National 
Bank. He remained in that position for three 
years and then secured a position as a junior 
clerk in the National Bank of Commerce of 
New York. He remained with that bank for 
twenty-two years and left to become treasurer 
of the American Express Company. A year 
later he was called back to the National Bank 
of Commerce as a vice-president and three 
years later became president, and then chair- 
man of the board. In 1923 he became chair- 
man of the Guaranty Trust Company, with 
which the National Bank of Commerce was 
merged. 


CHASE BANK STATEMENT 


STATEMENT of the Chase National Bank of 
New York for June 30 shows the following 
changes in important items since March 31, 
the last previous quarterly statement date: 

Cash in the bank's vaults and on deposit 
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with the Federal Reserve Bank and other 
banks amounted to $299,944,000, as com- 
pared with $327,674,000 on March 31; in- 
vestments in United States Government se- 
curities $218,073,000, as compared with 
$176,553,000; securities maturing within two 
years, $106,511,000 as compared with $51,- 
081,000; other bonds and securities, includ- 
ing stock in the Federal Reserve Bank, $99,- 
847,000° as compared with $101,355,000: 
loans and discounts $860,646,000, as com 
pared with $1,025,866,000. 

The capital of the bank amounted to 
$148,000,000, unchanged; surplus $100,000,- 
000, as compared with $124,000,000 on 
March 31; undivided profits $17,381,000, as 
compared with $20,789,000; reserve for 
taxes, interest, contingencies, etc., $12,170, 
000, as compared with $28,650,000; deposits 
$1,302,456,000, as compared with $1,328,- 
737,000. 


BANK OF AMERICA REPORTS 
GAINS 


A $51,600,000 increase in deposits with 130,- 
000 new depositors added since the return 
of the Bank of America to California man- 
agement and control is reported by the bank 
in a combined statement of conditions as of 
June 30. Deposits are shown to have in- 
creased to $710,903,000 from $659,222,000 
on March 12, at which time a_ business- 
building campaign was inaugurated. 

Earnings of more than $2,800,000 were 
realized for the period ending June 30, of 
which $1,120,000 was utilized for deprecia- 
tion on bank premises and fixtures. Undi- 
vided profits were increased to $6,259,048 
during this period and reserves for losses and 
contingencies brought to $11,183,467 by a 
transfer of $10,000,000 from: surplus account. 

It is stated that the full benefit of the in- 
creased deposit and economies in operations 
effected by the present management since 
March should be reflected to an even greater 
extent in the earnings of the bank for the 
last half of the year, which is normally a 
period of substantial increase in deposits and 
earnings. 

“These satisfactory constructive accomplish- 
ments have been made possible through the 
interested, united and loyal support and co- 
operation of our entire organization, stock- 
holders and friends. The economies have 
been effected in a manner calculated not to 
aggravate the existing distressing unemploy- 
ment situation, but at the same time to ac- 
complish necessary savings in the interest of 
our stockholders,” said A. P. Giannini, chair- 
man of the board of directors, in comment- 
ing on the progress of the bank since the 
recent proxy contest. 

“We have pursued the policy of conduct: 
ing the bank's affairs in a normal, sane man 
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ner and have, without exception, cared for 
all legitimate credit requirements of our 
clients. We have especially encouraged the 
building of small homes by making instalment 
loans for new construction. 

“It has been our old established policy to 
invest a very substantial portion of our sav- 
ings deposits in instalment first mortgage 
loans on improved California real estate. The 
wisdom of this policy has been clearly demon- 
strated throughout the depression by the fact 
that the shrinkage in this type of investment 
has been less than in any other type of se- 
curity with the exception of United States 
Government bonds, another of our major 
investments.” 


CLEVELAND TRUST CHANGE 


Henry KIEFER, vice-president of the Cleve- 
land Trust Company and manager of its 
Peoples Bank office, has turned over the 
duties of managership of that branch to Frank 
G. Bett, who has been appointed acting man- 
ager by the board of directors. Mr. Kiefer 
continues as vice-president of the Cleveland 
Trust Company. 

Frank G. Bett, the new acting manager, 
has been in the bank's service for more than 
twenty years. He held a responsible position 
at the People’s office under the late P. J. 
Huegle, assistant treasurer and assistant man- 
ager of the office, who died June 24. 

Mr. Kiefer began his forty-first year as a 
banker on June 15. He had been vice-presi- 
dent of the Peoples Savings Bank Company 
for five years when it was merged with the 
Cleveland Trust Company in 1919. 


WITH HOIT, ROSE & TROSTER 


EBerLe I. WiLson and George R. Swain, 
formerly of Wilson & Swain, have become 
associated with Hoit, Rose & Troster, dealers 
in bank and insurance company securities, 
New York. Mr. Swain becomes manager of 
the firm’s Newark, N. J., office, and Mr. 
Wilson will be in the bond department. 


NEW TYPE OF INVESTMENT 
TRUST IS STARTED 


SECURITIES are being offered for sale by the 
United States Securities Corporation of a 
new kind of investment trust, a cross between 
the management and the fixed type. 

The underlying securities, representing col- 
lateral, will be chosen from a list of 185 rail- 
road, public utility and industrial bonds or 
from United States Government securities. 
The actual securities may be changed from 
time to time within the broad range of the 
list, but an indenture outlines the procedure 
as to the handling of profits and losses on 


203 


the sales of securities, the distribution of in- 
come and the extent to which capital may be 
placed in any one security. Not more than 
5 per cent. of the collateral may be invested 
in the securities of any one organization 
except in the case of United States Govern- 
ment securities. 

The bonds are to pay up to 7 per cent. 
as earned and are to mature in thirty years. 
The Trust Company of New Jersey has been 
appointed trustee. 


W. R. MorEHOUSE 


Vice-president of the Security-First 
National Bank of Los Angeles, who is 
to be general manager in full charge 
of local arrangements for the coming 
convention of the American Bankers 
Association, to be held in Los Angeles 
October 3-8. Mr. Morehouse has acted 
in this capacity for two other conven- 
tions with great credit, and he promises 
that the 1932 convention will be a 
typical California convention with a 
fine spirit of hospitality shown on every 
side. “W. R.,” as he is known to 
thousands of bankers, promises to see 
that all delegates are well taken care 
of. Write him if you have any trouble 
in making arrangements. 


ILLINOIS BANKERS ATTACK 
CHECK TAX 


THE Illinois Bankers Association has launched 
an attack upon the bank check tax in which 
bank officers, stockholders and depositors will 
take part. According to the association, the 
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tax has failed to produce the revenue contem- 
plated, has caused a decrease in the number 
of small bank accounts, and reduced the 
amount of money available for loans at a 
time when everything possible should be done 
to increase it. The association also asserts 
that people do not understand that Congress 
has placed upon the banks the burden of col- 
lecting this tax and consequently the latter 
are being criticized for something over which 
they have no control. 


FIDUCIARY TRUST REPORTS ON 
FIRST YEAR 


DuRING its first year in business the Fiduciary 
Trust Company of New York showed an in- 
crease in deposits from $1,981,000 at the end 
of the first quarter to $4,886,000 at the end 
of the fourth quarter, according to the com- 
pany's annual report to stockholders. 

The June 30 statement shows that deposits 
have further increased to $9,067,000, bring- 
ing the total resources up to $11,251,000. 
Personal trust and fiduciary funds increased 
from $7,494,000 at the end of the first quar- 
ter to $29,367,000 at the end of the fourth 
quarter. 

In their message to stockholders the officers 
of the company say: “The substantial volume 
of business which has come to the company 
during its first year, despite the depressed 
conditions, is both satisfactory and encourag- 
ing. When the company opened for business 


it was estimated that income would not equal 
expenses until well into the second year. On 
May 3], the end of our first year, the income 
on an annual basis represented earnings of 
$249,000 as against expenses of $243,000. 
While subsequent declines in money rates 
and changes in loans and investments have 
for the time being lowered the current in- 
come, this may be regarded as only a tem- 
porary incident in the progress of the com- 
pany to a profitable basis.” 

Fiduciary Trust Company limits its activi- 
ties to personal trust work, investment man- 
agement and non-commercial banking. 


BANK OF AMERICA’S SECURITY 
HOLDINGS 


THE Bank of America N. T. @ S. A. of 
California reported a total of $156,2'70,420 
invested in United States Government securi- 
ties, as of June 30, 1932, thus ranking second 
among the five largest banks in the ratio of 
Government bonds to deposits. The current 
statement shows that Government securities 
amount to approximately 22 per cent. of de- 
posits. In the total amount of Government 
securities held. the Bank of America ranks 
fourth among the five major banks of the 
country. 

State, county and municipal bonds held 
amount to 11 per cent. of deposits and all 
other bonds 34 per cent. The total cash, 
governments, municipals and other bonds, 


‘This Zortificate te Redeemable by the Trustess of the 3 


Chamber of 


Commerce 


- Tenino, Wash. 


From Dividends Assigned to it from the Citizens Bank 
For the Amount of 


of Tenine, 


The face of the 25-cent wooden note issued by the Chamber of Commerce of Tenino, Wash., 

when money became scarce in that town. The fractional currency, such as this, was printed 

on berry box wood made from Washington Sitka spruce; the $5 and $10 denominations were 
lithographed and printed on paper. (Cuts courtesy The Chase, New York.) 
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and deposits with other banks, aggregates 
$333,395,915, as against total deposits of 
$710,903,867, a ratio of approximately 47 
per cent. 

Of other securities composing the bond 
account, 60 per cent. is in governments, 30 
per cent. in state, county and municipal, and 
10 per cent. in all others. 


RESIGNS AS HEAD OF MAN- 
HATTAN COMPANY 


Park A. Row ey has resigned as president 
of the Manhattan Company, New York. and 
J. Stewart Baker, chairman of the board, has 
been elected to succeed him. Mr. Baker will 
hold both offices. Mr. Rowley will continue 
as a director of the company and of its con- 
trolled banking institutions, the Bank of Man- 
hattan Trust Company, New York Title and 
Mortgage Trust Company, and the County 
Trust Company of White Plains. He will 
also retain his position as chairman of the 
executive division of the Queensborough divi- 
sion of Bank of Manhattan Trust Company. 


L. G. KAUFMAN RESIGNS FROM 
MANUFACTURERS 


Louis G. KAUFMAN has resigned as chair- 
man of the executive committee of Manu- 
facturers Trust Company, New York. He 
will continue to serve as a member of the 
board of directors. Mr. Kaufman gave his 
continued absence from New York as the 
reason for his resignation. 
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GUARANTY TRUST APPOINT- 
MENTS 


WituiaM C. Lazo and Richard M. Wilcox 
have been appointed assistant trust officers of 
the Guaranty Trust Company of New York. 
They will be engaged in investment activities. 


PROMOTIONS AT THE CITIZENS 
BANK 


Henry M. VENTuRA has been appointed to 
the new business department of Citizens Na- 
tional Trust & Savings Bank, Los Angeles, 
with special duties in the industrial field, and 
William H. McElroy has been named to suc- 
ceed Mr. Ventura as manager at the Plaza 
branch. 


MUTUAL SAVINGS BANKS 
REPORT GAINS 


THE mutual savings banks of New York State 
gained 52,897 depositors and $23,385,550 in 
deposits, including accrued dividends, during 
the first six months of this year, according to 
figures of the Savings Banks Association of 
the State of New York. Total deposits in 
New York State savings banks on June 30 
were $5,254,659,303. During the month of 
June the excess of withdrawals over deposits 
was $8,021,221. “It is interesting to note 
that this excess of withdrawals over deposits 
amounted to only one-tenth of 1 per cent. 
of total deposits and is approximately the 
same as in June, 1929,” said Henry R. Kin- 
sey, president of the Savings Banks Associa- 


pee 


The back of the 25-cent note has a portrait of Washington stamped on its thin wooden surface. 
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tion of the State of New York, in releasing 
these compilations. ‘However, withdrawals 
at that time were largely for speculative pur- 
poses, whereas the savings of our depositors 
this year are being used for food, shelter, and 
other basic necessities.” 

Mr. Kinsey also pointed out that in May 
the excess of drafts over deposits was nearly 
three times as much as in June, and in April 
the excess of withdrawals over deposits was 
almost four times as much as in June. 

“The number of open accounts has held 
up very well, the June 30 total being 5,770, 
062 as against 5,777,737 as of May 30,” 
he said. 

“The June 30 total of over five billion dol- 
lars, saved by deposits in the mutual savings 
banks of New York State, represents about 
seven times the reparations payment just 
agreed to by Germany at the Lausanne Con- 
ference.” 


NEW HAVEN BANK ORDERS 
VAULT EQUIPMENT 


THE First National Bank & Trust Company 
of New Haven, Conn., has placed an order 
with the York Safe and Lock Company, of 
York, Pa., for new vault equipment, including 
a fifteen-inch rectangular vault door, safe de- 
posit boxes, etc. The York Safe and Lock 
Company will also furnish a ten-inch vault 
door to the Dry Dock Savings Institution of 
New York City. 


Type of vault door chosen by the 


Springfield Safe Deposit and Trust 
Company, Springfield, Mass., for its 
new building. Three of these doors 
will be required. The vaults will be 
built and installed by the York Safe 
and Lock Company, York, Pa. The 
York Safe and Lock Company is also 
installing the vault equipment for 
the South Carolina National Bank, 
Charleston, S. C. 
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FROM $10 TO $3000 


ERE’S the latest example of how 

money grows when left on de- 
posit in a savings bank at compound 
interest. It is told by Lewis Gawtry, 
president of the Bank for Savings, 
New York City. 

A depositor put $10 in that bank in 
1819, the year it was founded. The 
next year he added $5 more. The 
account has never been drawn upon 
by the original depositor or by his 
heirs, who have kept it open. On 
April 1, 1932, the interest on this ac- 

_ count of $15 had reached $3098.80. 


BOSTON COMPANY CHANGES 
NAME 


Directors of the First National Old Colony 
Corporation of Boston have voted to change 
the name of the company to the First of Bos- 
ton Corporation. In New England, except 
Connecticut, the company’s business will be 
conducted under the name of the First of 
Boston Corporation of Massachusetts. Else- 
where the last two words, “of Massachusetts,” 
will be omitted. This change will not in- 
volve any change of policy, or personnel, or 
number or location of offices. 

Allan M. Pope will be chairman of the 
board of the First of Boston Corporation of 
Massachusetts and president of the First of 
Boston Corporation. Edwin R. Marshall will 
be president of the former corporation and 
senior vice-president of the latter. All the 
present officers of the First National Old 
Colony Corporation will continue their duties 
under similar titles in one or the other of 
these corporations. 

All the present offices will be continued at 
the same addresses, and the customers of the 
First National Old Colony Corporation may 
continue to do business as heretofore with 
the most conveniently located office of either 
corporation. 


SARGENT & GREENLEAF TAKES 
OVER MARPROOF 


SARGENT & GREENLEAF, INC., of Rochester, 
N. Y.,‘has taken over the Marproof Products, 
Inc., of New York City. The products in- 
clude leg sockets for desks, tables and stands 
and “tap-ons” for chairs and tables. They 
are adaptable for legs of either wood or metal, 
in varying standard sizes and forms. 





BOOK REVIEWS AND NEW BOOKS 
Recent Announcements of Other Publishers 


Is CapiTALisM Doomep? A Challenge to 
Economic Leadership. By Lawrence Den- 
nis. New York: Harper. $3. 


THE most urgent economic and political prob- 
lems of the present time are here discussed; 
the reasons for the present economic chaos 
are explained and proposals for improvement 
made. 

The author does not favor abolishment of 
capitalism—rather he suggests a method for 
salvaging its best features. His analysis cen- 
ters attention on the fields of investment 
operation, the agricultural problem, interna- 
tional trade and problems of foreign loans 
and debts. He shows the inter-relation of 
these problems and makes interesting sugges- 
tions as to public and business policy in 
these fields, which might protect the United 
States from the dangers of a collapse of the 
capitalist system. 

“This book contends,” says the author, 
“that the present crisis was and remains 100 
per cent. a group of business and credit 
phenomena, thus proving that business men 
have learned nothing and that business has 
made no progress. Every element of the pres- 
ent depression was deliberately put together 
by business men acting in accordance with 
the consensus of the best prevailing opinion 
which was never better informed or more 
effective. 

“American business leadership has most 
responsibility for the world disaster merely 
because we have had most of the world’s gold 
and financial power, largely as a result of our 
war profiteering. In America, business leader- 
ship cannot complain of obstruction or lack 
of co-operation, co-operation being a term 
applied in late years to the betrayal of public 
to private interest. Business has had its best 
men at bat both in Wall Street and in Wash- 
ington. 

“Not only have these best men brought on 
the depression, but, as it deepened and thick- 
ened in 1931, their best thought produced 
nothing better than unsound credit companies 
to sustain insolvent banks and begging cam- 
paigns to keep the unemployed from starving. 
Business leadership is inadequate in itself and 
inhibitory of other types of adequate social 
leadership. Business has not progressed 
towards the land of the heart’s desire. Busi- 
ness is business.” 


THE VALUES OF ART IN ADVERTISING. By 
Franz A. Aust and Robert S. Harrison. 
Madison, Wis.: Advertising Research Insti- 
tute. 


Tus 45-page pamphlet, prepared from data 
collected by the Barney Link Research Fellow- 
ship, University of Wisconsin, tells of the 


results of experiments conducted over a series 
of years. 


THE THREE PHARAOHS. By Hermann Hage- 
dorn. New York: John Day. 25 cents. 


A POET'S view of the current economic crisis. 


To Have or To Be. By Hendrik Willem Van 
Loom. New York: John Day 25 cents. 


BasED upon an address delivered before the 
American Library Association, this pamphlet 
says: “To have or to be. Take your choice, 
my friends, for there is no other.” 


A BussB_e THAT BROKE THE WorLpD. By 
Garet Garrett. Boston: Little, Brown & 
Co. $1.00. 


ALTHOUGH the history contained in this story 
of the use of American credit, both at home 
and abroad, has become familiar through hav- 
ing been told so often, the record is never’ 
theless valuable to those who would have a 
clear picture of what has happened as a re- 
sult of our huge expansion of credit. Much 
space is devoted to our loans to Europe, to 
those commercial in character as well as to 
others of a different sort. 

This question of European indebtedness 
has, by recent events, assumed immediate im- 
portance, and those who wish to view the 
problem from the American standpoint will 
find much assistance from Mr. Garrett's 
statement of the case. 


Tue Crisis oF CAPITALISM IN AMERICA. By 
M. J. Bonn. (Translated from the German 
by Winifred Ray, with an introduction by 
George S. Counts.) New York: The John 
Day Co. $2.50. 


Tuis is a fair and intelligent discussion of 
some of the conditions preceding the crisis in 
this country and the course of later develop- 
ments. “The real significance of the Ameri- 
can crisis,’ says the author, “consists in the 
fact that today it is not merely the present 
economic leadership or economic policy that 
is being questioned, but the capitalist system 
itself.” . . . “The menacing significance of 
the present crisis lies in the fact that it is 
largely a crisis of feeling and not of thought. 
For thoughts can be vanquished by other 
thoughts, but sentiments can be vanquished 
only by altered facts.” 

As a sound criticism of many American 
tendencies the book is well worth reading. 


REMAKERS OF MANKIND. By Carleton Wash- 
burne. New York: The John Day Co. 
$3.00. 


From the title it might be inferred that the 
author was intent on seizing this sorry 
scheme of things, shattering it to bits, and 
remolding it to his heart's desire. But he 
has in mind no such ambitious plan. All he 
is doing is to set forth quite fully the views 
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of leading men of various nations as to the 
proper education of the young. Especially 
instinctive are the views in regard to world 
relations. The book is enlightening, as it 
presents the views of men as wide apart as 
a military dictator and Tagore, the Indian 
poet. 


ANALYSIS AND HANDBOOK OF INVESTMENT 
Trusts. By Walter N. Durst. Chicago 
and New York: Rand McNally & Co. 
$6.00. 

THE extent to which American investors have 
absorbed the shares of investment trusts, and 
the rapid increase in the number of such 
institutions, of varied kinds of organization 
and methods of handling funds, all tend to 
render this book of interest and value. The 
author has had experience in analyzing indi- 
vidual companies and funds. 

There are two main sections to the book, 
the first devoted to a discussion of the methods 
and principles of analyzing investment trusts 
and investment trust securities and the sec- 
ond containing a series of condensed state- 
ments — concise interpretation of the inside 
facts — covering 124 management investment 
trusts, thirty-four holding companies and 
seventy-five fixed trusts—the important in- 
vestment trusts in America at the present time. 

Primarily, the investment trust is based on 
the idea of diversification—a principle in it- 
self sound enough, but whose successful 
application calls for great financial skill espe- 
cially in a time like that in which many of 
our investment trusts were being developed. 
Their experience should prove instructive, and 
a study of this volume will afford much help- 
ful information. 

In addition to the main body of the text 
there is a fixed trust chapter and a bibliog- 
raphy of nine pages. 

This volume is a worthy contribution to 
the growing literature of investment trusts. 


THe SociaAList Cure FoR A SICK SOCIETY. 
By Norman Thomas. New York: John 
Day. 25 cents. 


THE Socialist candidate for the Presidency of 
the United States outlines in this 28-page 
pamphlet his plans for curing the present 
economic distress and for preventing other 
similar periods. He names four possibilities, 
between which we must choose: (1) sheer 
catastrophe under the pressure of burdens 
and strains under which our capitalist inter- 
nationalism already totters; (2) Fascism, 
which would only postpone catastrophe; (3) 
Communism,. which can come only out of 
catastrophe; and (4) Socialism, which be- 
lieves that there is still time to improve and 
extend democracy rather than to scrap it. 
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STATISTICAL ANALYSIS OF TWENTY Em- 
PLOYEE STOCK PURCHASE PLANS. 1925- 
1932. Prepared by Helen Baker, research 
assistant, Industrial Relations Section, 
Princeton University, Princeton, N. J. 


THE present report follows several other sum- 
maries covering the same twenty companies, 
and has been prepared to indicate the effects 
of continuing depression on employe stock 
purchase plans. 


NEW BOOKS 


Tue Security Racket. By E. Jay Connor. 
Chicago: Dunelm Publishers. $1. 


PRINCIPLES OF MONEY AND BANKING (new 
third edition). By Russell Donald Kilborne. 
New York: McGraw-Hill. $4. 


THE Crisis OF CAPITALISM IN AMERICA. By 
Moritz Julius Bonn. New York: John Day. 
$2.50. 


GoLp AND MONETARY STABILIZATION. Edited 
by Philip Quincy Wright. Chicago: Uni- 
versity of Chicago Press. $2. 


PRINCIPLES OF BANKING AND FINANCE. 
George W. Edwards. New York: 
ald. $4. 


THE A B C oF THE FEDERAL RESERVE Sys- 
TEM. By Edwin Walter Kemmerer. Prince- 
ton, N. J.: Princeton. $2.50. 


LEADERS AND PERIODS OF AMERICAN FI- 
NANCE. By Theodore J. Grayson. New 
York: Wiley. $4. 


HANDBOOK OF New York City BANKS. 
Edited by F. Edmond Tyng, Jr. New 
York: Overseas Statistics. Single copy 
$1.75; per year (four editions) $6. 
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